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AGRICULTURAL PRICE POLICIES IN WAR TIME* 


Hotsrook Workine 
Food Research Institute, Stanford University 


RICE policy for American agriculture in time of war cannot be 

discussed separately from the question of general price policy 
for the United States. If the general program is to be one that allows 
incomes of various economic groups to be determined by their com- 
petitive position, then agriculture is entitled to take considerable 
advantage of its competitive position. If the general program is to 
be one that blocks income-increases as a matter of general princi- 
ple, but that allows increases of income for such groups as can 
persuade Congress or certain administrative authorities that in- 
creases should be allowed them, then agriculture is entitled to bring 
to bear arguments and political pressure such as other groups are 
allowed to use in the interests of improving their position. If the 
general program should be one under which incomes would have 
ceilings put over them at about prewar levels, subject to elevation 
of the ceilings only on a showing that such elevation is essential to 
development of the maximum war effort, then I believe the great 
majority of American farmers would willingly accept the sacrifices 
such a program would place on them. 

In considering agricultural price policies, what suppositions shall 
we make regarding price policies in other sectors of the economy? 
Under other circumstances, it might be wise either to base discus- 
sion in this paper on some more or less arbitrary assumptions as to 
price policies that will be followed in other fields than agriculture, 
or to base it on a contention that some particular price policy 
should be followed in all branches of the national economy. Such a 
discussion might be quite academic. Present circumstances call for 


* This paper was read at the annual meeting of the Western Farm Economic 
Association held at Stanford University, June 25, 1942. 
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as practical and realistic a discussion as we can give the subject. 
It seems most appropriate to start from the existing set of price 
programs, to assume such further development and modification of 
these programs in the near future as appear reasonably predictable, 
and then to pass to a consideration of what ought, in these premises, 
to be done next. This is what I undertake to do so far as time per- 
mits. 

It would be desirable to start by summarizing in some detail the 
main governmental measures taken thus far with regard to prices, 
and to interpret them in terms of the policies they seem to reflect. 
There is time, however, to do this only in the broadest way. I hope 
you will pardon me if I seem dogmatic and if I omit some significant 
qualifications. 


Three Aspects of the Price Problem 


Price policies present three quite different faces according to the 
point from which they are viewed. One prominent aspect of the 
price problem concerns what may be called the general price level. 
Popular concern with this aspect has to do mainly with the cost of 
living. Another aspect of the price problem concerns the distribu- 
tion of income. Farmers are interested in prices of agricultural prod- 


ucts and laborers are interested in wages from the standpoint of 
their bearing on personal incomes. A third important aspect of 
prices has to do with the direction of production and the allocation 
of consumption. 

In the consideration of price policies all three of these aspects 
need to be taken into consideration simultaneously. Various groups 
in a position to influence policy tend to have their views determined 
largely by one or another aspect of the problem that particularly 
concerns them. It is peculiarly the duty and the opportunity of econ- 
omists to take a balanced view in circumstances which make wise 
determination of price policies especially vital. The obligation that 
rests thus on economists needs to be taken the more seriously be- 
cause it is not an easy one to discharge. 

If we economists are to take a balanced view of the problems of 
price policy in war time, we must lay aside much of our accustomed 
apparatus of reasoning. It is no good to reason now in terms of 
economic adjustments as they tend to work out in the long run. We 
shall not win this war by means of long-run effects. That means that 
we must lay aside all the customary economic rules that depend for 
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their validity on long-run effects. We may find it peculiarly painful 
to put some of our favorite economic dogmas away in moth balls, 
but we, as economists, are especially fitted to judge what economic 
dogmas need to be thus laid away. 


Recent Governmental Action and Policies 


With these considerations in mind, let us look briefly at recent 
governmental action in the light of the three major aspects of the 
price problem. In importance, the order of the three aspects is the 
reverse of that in which I mentioned them earlier. 

1. What of prices as a medium for guiding production, determining 
the allocation of raw materials, and apportioning consumption? For 
industry the decision has already been taken that the utilization of 
plants capable of producing vital war materials, and the allocation 
of scarce materials cannot be left to free determination by price 
and profit incentives. Production of many articles has been sharply 
restricted or wholly eliminated by governmental order. Production 
of many other articles has been sharply limited by indirect means, 
through priority systems applied to raw materials. The allocation 
of scarce raw materials as between use for war production and other 
uses is being determined almost wholly by executive order rather 
than by price. The allocation of scarce materials as between various 
civilian uses is being increasingly determined by government order 
rather than by price. Many of the specific actions taken in estab- 
lishing the new controls are open to valid criticism, but there are 
few economists who will question the wisdom and necessity of some 
such general program. 

In this process, we have nowhere completely eliminated price and 
profit incentives. No man or company has been required to manu- 
facture machine guns in place of typewriters. Each has been given 
the option at least of manufacturing machine guns or being left 
with little or nothing to do and no plant in which to do it. 

As regards the apportionment of consumption, we have not yet 
gone very far in substituting executive order for prices as the con- 
trolling influence, but that is perhaps mainly because, in most lines, 
supplies left over from more normal times have permitted postpon- 
ing decision. There is considerable room for argument whether the 
apportionment of moderately reduced sugar supplies might not 
better have been left to price incentive rather than handled by ra- 
tioning. As regards new automobiles, tires, and gasoline on the 
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eastern seaboard, most will hold that the sharply curtailed supplies 
may better be distributed on the basis of considerations of equity 
and need than on the basis of ability to pay fantastic prices. So far 
as possible, however, we must allow prices, supplemented by edu- 
cation and persuasion, to continue to determine the allocation of 
consumption. Administrative control of consumption tends to be 
inequitable and excessively expensive, and to fail to induce the best 
utilization of the available supplies. 

2. Income considerations have played a conspicuous réle in in- 
fluencing price policies since September 1939. Most of the earlier 
price controls seem to have been imposed very largely with a view 
to forestalling emergence of fortuitous profits to industry. Govern- 
mental policies with a bearing on wages seem to have looked with 
favor on increases in the proportion of the national income going to 
labor. Governmental policy toward agriculture has included legis- 
lation aimed directly at raising the incomes of farmers, and legisla- 
tion that bars the Office of Price Administration from laying con- 
trols on agricultural prices until they have risen considerably more 
than other prices as a group. 

Considerations that are essentially economic have had little 
to do with policy toward prices so far as their income aspects have 
been concerned. Except for the program of production goals initi- 
ated in the office of the Secretary of Agriculture rather than in 
Congress,! none of the prominent governmental policies bearing 
on prices or wages have been aimed primarily at increasing needed 
production. None of the income effects have been intended to 
increase especially those personal incomes that are most readily di- 
verted to the war effort through taxation or bond sales. The income 
effects have tended rather to decrease the proportion of income 
easily drawn off through taxes and bond sales. The controlling con- 
siderations from the income standpoint have been political. The 
policies followed have gained support also from more or less wide- 
spread opinions that laborers and farmers deserved to have their 
income position bettered. 

During recent months, price policies in relation to incomes have 
been showing a marked tendency to change. We shall consider 
these most recent tendencies in another connection. 

8. Viewing prices from the standpoint of the general price level, 
there has been nearly unanimous agreement in the United States 


1See John B. Canning, Foods For Defense, JourNAL or Farm Economics, 
Volume XXIII, Number 4, November, 1941. 
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that prices should not be allowed to increase as they did in the last 
war. On the other hand, there was probably at least a majority 
opinion in 1939 and 1940 that some general price advance was 
wholesome. The main influence underlying advocacy and ultimate 
passage of the Price Control Act was sentiment for restricting ad- 
vance of the general price level. The facts that enactment of this 
legislation was so long deferred and that application of such drastic 
measures as Mr. Baruch had long advocated was even longer de- 
ferred, are attributable largely to prevalence of views that some ad- 
vance in the general price level should be permitted. To some ex- 
tent, however, these delays are attributable to opposition by repre- 
sentatives of individual groups—notably agriculture—which 
wanted price increases in certain classes of commodities. 

Considerations of general price level probably had relatively lit- 
tle influence on governmental policies with respect to prices prior 
to the attack on Pearl Harbor. Earlier measures aimed directly at 
influencing prices seem to have been governed mainly by income 
considerations. Treasury and Federal Reserve policies, however, 
were developed with a very definite view to attempting to limit the 
ultimate price effects of money and credit conditions and of the 
fiscal measures taken in connection with the defense and the war 
efforts. 

Although in the popular view control of the general price level 
tends to be regarded primarily as a question of control of the cost 
of living, we, as economists, know that it has other important as- 
pects. A general price advance tends to favor some economic classes 
while it injures others. It tends to create maladjustments in the 
economic system that require corrections not easily made. And it 
tends to build up forces that magnify the shock of postwar adjust- 
ments. 

Determinants of Future Policies 


The trend of governmental actions having a bearing on prices has 
shifted strikingly during the past six months. A drastic change has 
occurred in the official program of direct price controls affecting non- 
agricultural products. Sentiment in Congress for restricting wage 
increases and lengthening hours of work before overtime is paid has 
gained greatly in strength. Passage of such legislation has appar- 
ently been prevented or postponed only by agreement of labor lead- 
ers to adopt new policies. The Secretary of Agriculture has favored 
measures tending to restrict price advances of certain agricultural 
products. Congressional advocates of greater advantages for farm- 
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ers have been placed on the defensive. Plans are being laid for 
drastic increases in taxation. 

To what extent do these changes, and others that might be listed, 
reflect merely application of old policies to new situations, and to 
what extent do they reflect the emergence of new policies? The an- 
swer to this question involves prediction. Mere extrapolation of 
visible trends in governmental action cannot be trusted to give a 
reliable answer. We must seek guidance from consideration of the 
forces that are at work to shape policy. 

The United States does not have a policy with respect to prices. 
At any given time we have a presidential policy, a congressional 
policy, and various policies of different administrative branches of 
the government. These several policies are rarely well integrated 
and they are often more or less in conflict. Presidential and con- 
gressional policies tend to determine which administrative policies 
shall dominate, and presidential and congressional policies are 
themselves subject to change under the influence of public opinion. 
Public opinion in turn, often resistant to argument and persuasion, 
is highly malleable under the impact of great events, such as are 
striking day by day. 

As regards the direction of productive power of the country, we 
are already plowing the furrow. A staggering change has been made 
in the allocation of man-power and equipment. We shall have very 
soon a shortage of goods for civilian purchase such as few of us can 
clearly visualize in our imaginations. We shall have a tremendous 
diversion of income to the government through taxation, through 
public borrowing, and, if necessary, through credit and currency 
inflation. The majority of the people of the United States will be 
forced to a level of consumption, a plane of living, far below that to 
which they have been accustomed. 

All these events may be predicted with certainty. The decisions 
from which they will flow have been taken; the economic machine 
has been redesigned to produce these effects; and power is on; we 
now merely await an outcome which will be affected only in minor 
degree by decisions and adjustments yet to be made. In certain 
important respects, however, the outcome remains undecided. It is 
still to be determined, in large measure, how the scarce supplies of 
consumers’ goods will be distributed, on whom the burden of 
paying for the war effort will fall most heavily, what people will 
suffer drastic cuts in living conditions, and who will be the profi- 
teers of this war. The decisions on these questions will not be made 
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directly, but indirectly. They will be made in connection with the 
administration of price controls, the administration of priorities and 
rationing, the passage of tax legislation, the decision on imposing 
compulsory saving, the enactment of legislation affecting agricul- 
ture, and the administration of existing laws and the enactment of 
new laws affecting labor. 

I shall not venture to try to predict in detail the outcome of these 
decisions yet to be taken, but there are certain predictions which I 
think can be made with confidence. Many people in distributive 
trades and in some lines of industry will suffer serious curtailment 
of income. Price ceilings will have to be raised at many points, 
with the result that costs of living will rise further. A majority of 
the people, burdened by greatly increased taxes, possibly by en- 
forced savings, and by increased prices, while their incomes have 
increased little or have declined, will become bitterly critical of 
those groups of the population whom they see living in unaccus- 
tomed prosperity. In short, there will be increased emphasis on re- 
straining price advances, and there will be an entirely new attitude 
on the subject of personal incomes and on sharing of the burden of 
federal taxation. 


Income Comparisons 


These coming developments will have profound effects on labor 
and on agriculture. Agriculture will be more directly affected than 
labor by the public resentment of price increases. Both labor and 
agriculture will find their income position under scrutiny. Let us 
attempt some pertinent income comparisons. 

The data available for following from month to month and from 
year to year the changes in economic position of different groups in 
the population are very unsatisfactory. One of the things urgently 
needed for the war effort is a set of adequate indicators of such 
changes in considerable detail. They would be the gauges on the 
boilers of the war engine. Today we can only guess in which boil- 
ers, if any, the steam pressure has been run up to the danger point 
and in which boilers there is no pressure at all. The accompanying 
tables give some of the best available information bearing on the 
subject. The tables show only annual data, but all the series except 
two are now published monthly” and may be kept up to date. 


? Publication of the income series for government and for service industries has 
been discontinued. Whether the enemy is thus deprived of much valuable informa- 
tion is questionable. Our own loss from discontinuation of these series is substantial. 
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In Table 1, income payments during the calendar year 1941 are 
compared with corresponding payments in 1929 and with averages 
for the ten years, 1930-39. Most of the data in the next two tables 
are available only from 1932. To permit comparisons on a common 
basis in all three tables, Table 1 includes also comparisons of in- 
come payments in 1941 with corresponding payments in the eight 
years, 1932-39. The principal comparisons made on this basis are 
shown graphically in the accompanying charts. 


TaBLe 1. CHANGES IN COMPONENTS OF THE NATIONAL INCOME, IN 
oF IncoME PayMeEnts, 1929 To 1941* 


(Billion dollars; per cent) 
; Average Index for 1941 
Series 1929 1940 | 1941 | i909 | 930-39/1932-89 
1930-39]|1932-89 =100 | =100 | =100 


A. Classification by type of pay- 
ment: 


Entrepreneurial income* | 17.33 | 12.05 | 11.84 | 14.38 | 17. 
Dividends andinterest | 11.84 | 8.98| 8.48| 9.08] 9.63] 81 | 107 | 114 
Wages and salaries: 


mmodity producing 

industries 21.70 | 18.92 | 18.35 | 18.85 | 26.26 121 189 197 
Government | 4.91 5.16 | 5.20 | 6.63 | 8.382 170 161 160 
Distributive industries 13.68 | 10.02 9.57 | 11.64 | 12.95 95 129 135 
Service industries 11.91 9.13 8.79 | 10.55 | 11.17 94 122 127 
Work-relief wages 00} 1.13] 1.41] 1.58] 1.9@] © 107 | 86 

Direct and other relief .06 67 .80 1.10} 1.11 e 167 139 

Social security benefits 


and other labor income -94 | 1.43] 1.41] 1.89] 1.81 194 127 128 


B. Classification by source: 
8.06 | 5.30] 5.37| 6.62 | 8.64) 107 163 161 
on-agricultural 74.31 | 57.19 | 55.48 | 69.09 | 80.90 | 109 142 146 


* Estimates of the U.S. Dept. Comm., from Survey of Current Business. 
® On the average, about one-third of entrepreneurial income (including net rents and royalties) has 
(Monthly Income Payments in the U: nited. States, 1929-40, U.S. Dept. 
Ine aU, D- OU. 
cluding wages and salaries in agriculture. 
© Not calculated. 


Let us notice first the relationships between income payments in 
1941 and in 1929 (Table 1). Of the principal classes of income ac- 
cording to type of income payment, only two show totals in 1941 
which were higher than in 1929: wages and salaries in commodity- 
producing industries, affected by a great expansion under the de- 
fense effort, were 21 per cent higher in 1941 than in 1929; wages and 
salaries paid by governments, affected by the great expansion in 
governmental activities since 1929 and by the recent expansion of 
the military services, were 70 per cent higher in 1941 than in 1929. 
On the other hand, wages and salaries in distributive industries 
were 5 per cent lower in 1941 than in 1929; and dividend and inter- 
est payments were 19 per cent lower in 1941 than in 1929. Agricul- 
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tural net income, despite a great contraction in export demand for 
agricultural products, was 7 per cent higher in 1941 than in 1929. 

A more striking showing of relative gain in the income position of 
agriculture is given by comparing incomes in 1941 with averages for 
either the ten years 1930-39 or the eight years 1932-39. On either of 


Per cent of 1929 
A. CLASSIFICATION BY TYPE 
OF PAYMENT: 0 0 100 220 
Entrepreneurial income 
Dividends and interest 
Wages and salaries 
Commodity-producing inds. 
Government 
Distributive industries 
Service industries 


170 


B. CLASSIFICATION BY SOURCE: 
Agricultural income 
Non-agricultural income 


0 0 100 120 
Per cent of 1932-39 average 
A. CLASSIFICATION BY TYPE 
OF PAYMENT: 9 100 140 1g0 


Entrepreneurial income 
Dividends and interest 
Wages and salaries 
Commodity-producing inds. 
Government 
Distributive industries 
Service industries 


B. CLASSIFICATION BY SOURCE: 
Agricultural income 
Non-agricultural income 


100 


CuHart 1. AGGREGATE NATIONAL INcoME PAYMENTS IN 
1941 as PERCENTAGES OF EARLIER AVERAGES 


(Data from Table 1) 


these comparisons, agricultural income has increased more even 
than wages and salaries paid by governments, despite the great ex- 
pansion of the armed services in 1940 and 1941. 

Different types of agriculture and different regions have fared 
somewhat differently, as is indicated by the data in Table 2. These 
data on total cash income from farm marketings plus government 
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payments, it should be noted, represent gross income rather than 
net income. For the United States as a whole cash income from 
these sources in 1941 was 66 per cent above the average for 1932-39, 
Allowing for non-cash income and for production expenses, the 
Department of Commerce calculates that the increase in agricul- 


TABLE 2. CHANGES IN CasH INCOME FROM Farm MarKETINGS Pius 
GOVERNMENT PayMENTS, 1932-39 To 1941* 


(Million dollars; per cent) 


Index for 
Region 1982-39 1940 1941 1941 


1932-39 = 100 


United States 7,082 | 9,097 | 11,771 166 
West North Central region 1,671 2,294 2,992 179 
East North Central region 1,326 1,777 2,311 174 
South Central region 1,330 1,632 2,247 169 
Western region 1,143 1,519 1,978 173 
North Atlantic region 753 997 1,169 155 
South Atlantic region 732 879 1,075 147 


* Estimates of the U. S. Dept. of Agr., from Farm Income Situation, February 


issues, and (prior to 1937) Receipts from the Sale of Principal Farm Products and 
Government Payments by States. 


TasLe 3. CHANGES IN INDUSTRIAL WaGEs, 1932-39 To 1941* 
(Dollars; per cent) 


Weekly earnings Hourly earnings 


Industry 
1932-39 


Average, 90 industries 

Blast furnaces, steel mills 
Foundry and machine shop 
Structural and ornamental metal 
no tile, and terra cotta 


Lumber, saw mills 
Petroleum refining 
Slaughtering and meat packing 


* Data of the U. S. Dept. of Labor, from Survey of Current Busi and Statistical Abstract of the 
United States. 


tural net income over this period was only 61 per cent. For dif- 
ferent regions, the Department of Agriculture calculates that the 
increases in cash income between 1932-39 and 1941 ranged from 
47 per cent increase in the South Atlantic states to 79 per cent 
increase in the West North Central states. 

If we undertake to compare changes in agricultural income with 
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or 1941 
= _ 1940 1941 1932-39 
21.23 | 26.05 | 30.96 146 - 562 -670 -736 131 
i 23.26 | 31.42 | 37.66 162 -690 847 .943 137 
23.02 | 30.02 | 36.52 159 - 622 -733 130 
i 22.60 | 28.74 | 34.89 154 -613 . 736 .812 132 
i 16.73 | 20.82 | 24.23 145 -460 - 562 - 632 137 
21.56 | 26.58 | 29.68 1388 - 602 132 
t 16.63 | 19.03 | 21.48 129 441 -501 -550 125 
1 80.27 | 34.97 | 37.95 125 821 -975 | 1.0382 126 
f 24.19 | 27.59 | 29.25 121 -577 -686 .738 128 

| 

i 
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changes in earnings of industrial workers over recent years, we 
encounter questions on which there is room for difference of 
opinion. During these years prices and wages have risen, many 
unemployed workers have been re-employed, and many workers in 
industry have increased the number of hours worked. What shall 
be taken as the base representing no change in earnings of indus- 
trial workers? Shall we say that zero change is represented by no 
change in the weekly wage bill of industry, and therefore that zero 
change is represented by a decrease in weekly earnings per man 
offsetting the increase in number of men employed? Shall we say, 


Per cent of 1932-39 average 

A. AGRICULTURAL INCOME: 0 100 
United States 

West North Central region 

East North Central region 

Western region 

South Central region 

North Atlantic region 

South Atlantic region 


B. HOURLY EARNINGS IN SELECTED INDUSTRIES: 
Average, 90 industries 

Blast furnaces, steel mills 

Foundry and machine shop 

Structural and ornamental metal 

Brick, tile, and terra cotta 

Glass manufacturing 

Lumber, sawmills 

Petroleum refining 

Slaughtering and meat packing 


100 140 1g0 


Cuart 2. Money INcoME FROM MARKETING OF FARM PRODUCTS AND 
FROM GOVERNMENT PAYMENTS, AND HourRLy EARNINGS IN 
Inpustry, 1941 as PERCENTAGE OF 1932-39 AVERAGE 
(Data from Tables 2 and 3) 


rather, that zero change is represented by no change in weekly 
earnings per employed worker, and therefore that zero change is 
represented by a decrease in hourly earnings per man offsetting 
the increase in number of hours worked? Or shall we say that zero 
change is represented by no change in earnings per hour worked? 
Table 3 gives comparisons of industrial wages on both of the latter 
two bases, namely, in terms of earnings per week and in terms of 
earnings per hour worked. 

The data on agricultural income are not available on a basis of 
earnings per man per week or per hour worked. It seems safe to as- 
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sume that the number of man-hours devoted to agricultural work 
in the United States was not much different in 1941 from the aver- 
age during 1932-39. It is more likely to have decreased than to have 
increased. If so, it is at least fair to agriculture to compare changes 
in hourly earnings in industry with changes in total agricultural in- 
come. On such a comparison, agriculture shows an increase of 61 
per cent between 1932-39 and 1941 and 90 industries show an av- 
erage increase of 31 per cent. In terms of weekly earnings, the cor- 
responding figures are 61 per cent for agriculture and 46 per cent 
for industrial workers. 

Thus far relatively few people in the United States have felt 
more than the beginning of pressure from the huge tax bill to which 
we have committed ourselves. In the next few months, the burden 
of federal taxes must press heavier and heavier on our shoulders. 
Income comparisons will deserve to be put on a basis of income re- 
maining after payment of direct and indirect federal taxes. Be- 
cause much agricultural income is in the form of home-produced 
goods, agriculture will tend to bear less than its share of income 
taxes and less than its share of sales taxes on consumption goods. 


Fundamentals for Agricultural Policy 


In the foregoing presentation of data, I have not included some 
comparisons which may be drawn to indicate that agricultural in- 
comes were still quite low even in 1941. This is no time for those 
who have the interests of farmers at heart and who would try to of- 
fer wise counsel to fix their eyes on special arguments. For some 
years representatives of agriculture have been calling on the public 
to look at the farmer’s problem from the farmer’s point of view. 
Farmers have thereby gained much sympathy and much financial 
advantage. A time has come when the framing of wise agricultural 
policies requires that farmers look at their position from the point of 
view of the public, and with an eye on the grave problems of the 
nation. 

A year ago this month Vice President Henry A. Wallace gave a 
noteworthy speech to the Agricultural Adjustment Administration 
Annual Conference. It was presented as an informal talk, but it 
was one of Mr. Wallace’s great addresses. He was speaking shortly 
after Congress had passed legislation requiring that loan rates on 
agricultural commodities be raised to 85 per cent of parity, and in 
the midst of a new campaign for still stronger measures for raising 
agricultural prices. Mr. Wallace took as his first theme two sen- 
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tences drawn from a report which was to be proposed for adoption 
by the Conference. These sentences were: 
The defense effort must succeed, the interests of any economic group must 


be subservient to it. Our national point of view must be animated and in- 
spired by a willingness to give rather than a desire to take. 


The Vice President then asked his audience to consider possible 
consequences for agriculture at the end of the war. Two paragraphs 
from his analysis merit quotation here: 

I can see some terrible trouble ahead for farmers if the props are knocked 
out from under the Commodity Credit Corporation, if the Ever-Normal 
Granary system is destroyed, if the Stamp Plan system is destroyed, if the 
Surplus Removal system is destroyed. And there will be millions of people 
pushing to destroy these systems when the war comes to an end. 

We must recognize that frame of mind. We must not over-play our hand. 
I think it would have been a serious mistake to have had a 100 per cent of 
parity loan provided. I think that would have been inviting destruction of 
the whole farm program later on, and a debacle worse than those of 1921 
and 1932. I am not talking about justice, I am talking about the way forces 
will work. And I will say frankly for my part I have a grave question as to 
whether the 85 per cent instead of a 75 per cent may not turn up later on to 
plague you. 


What Mr. Wallace spoke of as a defense effort has become a war 
effort that requires all our powers of production, that will demand 
increasing sacrifices, and that will leave the nation with a staggering 
burden of debt and immense problems of economic readjustment. 
Wise agricultural policies in these circumstances will be founded on 
three principles: (1) whole-hearted cooperation by agriculture in 
the best production program that can be devised; (2) elimination of 
political pressure for immediate economic gains for agriculture; and 
(3) acceptance of some hardship and sacrifice. 

Let us look briefly at the significance of each of these principles. 
Application of the first principle is more a problem for government 
than for farmers. Farmers may be counted on to bend their efforts 
toward the highest production possible in the circumstances which 
they are given to work under. The problem is to provide wise guid- 
ance for the individual farmer. Never before, probably, has any 
government had an organization so well equipped with economic 
and technical knowledge for planning and directing a wise program 
of agricultural production in time of war as our government has 
now in its Department of Agriculture. Let us put the problem of 
agricultural production in the hands of the Department of Agricul- 
ture with full powers and full responsibility. 
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The elimination of political pressure for immediate economic 
gains for agriculture requires a sharp reversal of tendencies estab- 
lished through many years. Agriculture has rightly developed a po- 
litical organization to press for improvement of its position. For 
many years gains were hard to make, but in 1940 the tide turned, 
and since then great economic gains have been achieved. It is hard 
for an organization built to gain advantages for agrciulture to check 
its efforts just at the time when gains are most readily won. But 
now, with demands for food and for most of the industrial materials 
derived from agriculture at a high peak, agriculture does not need 
special assistance to win a fair income for farmers. The main valid 
general ground for governmental assistance for agriculture rests on 
the tendency for incomes of farmers to fluctuate with excessive vio- 
lence. If agriculture is to hold public support for its claim to the 
right of governmental aid in filling up its income troughs, it must 
demonstrate now its willingness to relinquish such aid when its in- 
come nears a peak. 

There are some hardships and some sacrifices also that must be 
accepted by certain branches of agriculture. Having regard to the 
limits on man power and on materials, a wise production program 
for agriculture must include curtailment of production in some 
lines. In industry and in commerce men and machines are being 
shifted from one occupation to another partly by inducement of 
good incomes in the needed lines of production and partly by the 
hard pressure of curtailed or even vanishing incomes in other lines. 
Farmers also must accept the pressure of reduced incomes for those 
who cannot or who will not make needed shifts. Farmers must be 
willing also to allow possible advances in their incomes to be 
checked by price restrictions and by restraints on the consumption 
of particular farm products. If they would have the public continue 
to accept the principle that the troughs of agricultural income 
should be raised, the farmers themselves must accept the corollary 
principle that some of the peaks of agricultural income should be 
depressed. 

All that I have had to say may perhaps be condensed into the 
statement that agricultural policies in time of war should be guided 
by two dominating considerations: a broad view of what is best for 
the interests of agriculture in the long run, and a high determina- 
tion to serve the nation through production, through self-restraint, 
and even through sacrifice. 


NEW FRONTIERS OF THE GREAT PLAINS* 
A Cultural Approach to the Study of Man-Land Problems 
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H vent suffering in the Great Plains Region of America in 
recent years is a matter of common knowledge. Migration 
out of the Region, high cost of relief, absentee land ownership, ex- 
cessive farm indebtedness and mortgage foreclosure, extensive tax 
delinquency, continued feed and seed loans, and current poverty 
are indicative of the complexity as well as the prevalence of the 
problems in the Great Plains. Extensive migration out of this Re- 
gion prior to the present war, to the Pacific Coast States, did not 
solve the problems for the Region, but resulted in further tax delin- 
quency, greater sparsity of population in relation to adequate 
economic and social services, a disturbed tax base, and other mal- 
adjustments. Furthermore, such migration out of the region into 
other farming areas and urban centers prior to the war contributed 
to an increased number of stranded people in these more favored 
areas. 

The recent war effort has temporarily modified this last situation, 
but is creating other potential sources of maladjustment. The pro- 
spective agricultural labor shortage and the lack of industries in 
the region mean that the population, as a whole, will feel the eco- 
nomic shock of the war more drastically than in some other regions. 
The heavy exodus of farm and non-farm population to industrial 
areas outside the region foreshadows a greater need for reabsorbing 
some of the returning man-power into the agricultural economy of 
the region after the war than in some other regions. 

It is not probable that any large part of the Great Plains will be- 
come public domain as a result of pre-war and post-war conditions. 
Some people will always live on the Great Plains. On the assump- 
tion that these people should be as nearly self-supporting as 
~* Paper No. 164, Journal Series, Agr. Exp. Sta., Montana State College. Portions 
of this paper were read at the Pullman, Washington, meeting of the Western Farm 
Economics Association, July 10, 11, and 12, 1940. It has since been revised and is 
presented for publication at this time because the present War efforts are likely to 
halt or change materially any recent progress made in the direction of developing 
a culture for the Great Plains Region. A pertinent question now is the following: 
“How can the present war effort be used to help maintain and further develop the 


beginnings of an adapted culture for the Great Plains Region, and how can this ap- 
proach be kept alive so as to assist in the post-war reconstruction?” 
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possible, no matter what their number, what is a likely approach to 
the improvement of conditions in the Great Plains? 

The thesis of this paper is as follows: The Great Plains has a 
physical environment very different from that of the humid regions 
to the east and along the Pacific coast. The major characteristics of 
the culture that was originally carried into the Great Plains Region 
were developed in humid regions of the nation and were not ade- 
quately adapted to the peculiar physical conditions of the Great 
Plains. This lack of adaptation between physical environment and 
culture is the source of many complex problems recently extant on 
the Plains. These problems, created by man, are subject to control 
or adjustment by man. But it will require adjustment of the culture 
to the peculiarities of the physical environment. 

A further implicit thesis of this paper is that the cultural ap- 
proach to the study of man-land problems is a method of getting 
at economic and social difficulties in any area. Since present war 
activities are likely to disrupt recent attempts at developing an 
adapted culture for the Great Plains, there is a possibility that in- 
telligent post-war reconstruction may have to await the redevelop- 
ment of this idea. It is important, therefore, to keep this point of 
view alive during the war period. 


The Great Plains Region 


A region is a large space having similarity of geography and phy- 
sical environment. The transition from one physical region to an- 
other is usually not abrupt and clearcut but gradual, and the 
boundary itself may represent an area rather than a narrow line. 

The Great Plains:—The Great Plains, as the term is here used, 
includes the area west of the 100th Meridian line, from Canada into 
Texas, and westward to the foothills of the Rockies. The 100th 
Meridian line passes near Jamestown, North Dakota and is in the 
vicinity of the 20-inch annual rainfall line. West of this line, the 
rainfall averages less than 20 inches.? 

This represents an area nearly 1,000 miles in length and from 225 
to 700 miles in width. It includes roughly 266 million acres of terri- 
tory, 14 per cent of the total area of the United States. Nearly two 
and three-fourths million people live within the region, or about 

1 For a definition of region see the National Resources Board Report for Dec., 
1935, Ch. 12; and the Encyclopedia of Social Sciences, Vol. 7, revised edition, 1937. 


* This eastern boundary is to the west of that established by the President’s 


Committee in its report, ““The Future of the Great Plains,” U. S. Printing Office, 
December, 1936. 
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two and one-fourth per cent of the United States total.* Parts of ten 
states, covering 259 counties, lie within its border. 

There may be some question concerning the boundaries of the 
area. By changing a few of the physical environment criteria used 
to determine the Great Plains Region, it would have been possible 
to include portions of the Rockies and some of the area west of the 
Rockies. The actual delimitation of the region is partially governed 
by the purpose to be accomplished. The present definition is, how- 
ever, sufficient for the purpose of this paper. 

Regionalism :—Regionalism is here used to include a body of or- 
ganized, integrated and unified facts, ideas and beliefs related to the 
cultural, political, administrative, economic, and social character- 
istics of an area having similarity in physical environment. Region- 
alism should not be confused with sectionalism. Sectionalism im- 
plies self-sufficiency, independence, and separation in a political 
sense, from a larger area of influence or domination. Regionalism, 
on the other hand, means that the particular region is a part of a 
larger area, is dependent upon the larger area, but also has peculiar- 
ities that require adjustment within the region.‘ In this sense, a 
region recognizes that it is dependent upon a larger area of influ- 
ence in order to achieve its fullest development, but the larger area 
of influence recognizes that, for the fullest development of the re- 
gion and the larger area, consistent adaptations to local conditions 
are necessary and desirable. Cooperation rather than conflict, 
toleration rather than domination and subjugation are typical of 
the relations between the region and the larger area. 

Culture :—Culture has reference to all man-made objects, philoso- 
phies, ways of thinking and acting, social organization, traditions, 
tools, and impliments as well as ethical and moral valuations in a 
given area. It is the social environment that has been handed down 
from the past, that operates in the present, and shapes the future.® 

Theories of determinism or monistic causation are giving place 
to the functional approach, among scientists in the study of the re- 
lation of culture to the physical environment.® There are, however, 
still strong evidences of thought patterns that can be labelled geo- 
4 According to the 1930 census. 

‘For a detailed discussion of Regionalism in this sense see Howard Odum, 
“Southern Regions,” Univ. of North Carolina Press, 1935; also Howard Odum and 
H. E. Moore, “American Regionalism,” Henry Holt, 1938. 

5 See Jerome Davis and H. E. Barnes,“Introduction to Sociology,” Heath & Co., 
revised edition, 1931, Book II, Part IV; Encyclopedia of the Social Sciences, Vol. 4. 


6 See the discussion of Determinism, Geography, Environment and Fatalism in 
the Encyclopedia of the Social Sciences, Volumes 5 and 6. 
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graphic, cultural, psychological and social determinism, found 
among scientists, other people and other social forces.’ The func- 
tional approach must be supplemented by, and in fact is hypothe- 
cated on, the explanation of causal origin; but the effort to seek a 
cause is limited by methodological devices. This is done by estab- 
lishing a variable and then seeking to test the degree of influence 
exerted upon it by other dependent variables. 

An intelligent approach concerning the relationship of culture to 
physical environment assumes that both set potential limits be- 
yond which the other cannot operate. The problem for study is to 
determine which, at the time, is the independent and which the de- 
pendent force, the extent of the leeway one allows the other, and the 
degree of intensity of this relationship. Special problems appar- 
ently arise when areas having striking contrasts in physical environ- 
ment are bound together within the confines of the same culture 
area. 


The Great Plains Physical Environment 


The Great plains physical environment is characterized by ex- 
treme variability and fluctuations and is semi-arid in character. It 
is variable in temperature, both as to rapidity and degree. It has 
extremes in wind velocity, topography and relief, soil types, and 
other natural phenomena.*® 

Climatical Variations :—Temperature variations are extreme in 
the Great Plains, within seasons as well as between seasons. The 
blizzard at 40 below zero, the mid-winter chinook, and the drought- 
creating, dust-blowing heat waves are typical. The ranges of the 
frost-free periods vary considerably from year to year, and the 
variations in daily temperature are extreme. 

Precipitation V ariations :—The form of precipitation shows great 
variations, ranging from “killing” blizzards to light and gentle 
snow; from heavy down-pours of cloudburst nature, frequently ac- 
companied by heavy hail, to a gentle and light falling three-day 
rain; from morning dew to morning heat. The average precipitation 
is 20 inches or less which is near the margin for economical crop 
production. Hence, any deviation from this average in terms of 
amount and time of rainfall results in crop failures or bountiful 


7 By other social forces is here meant the ideas and beliefs associated with insti- 
tutions, groups, social organizations and social processes, whether these are con- 
scious or unconscious ideas or beliefs. 

8 See Atlas of American Agriculture, U. S. Printing Office, 1936; and the 1941 
Year Book of Agriculture, entitled “Climate and Man,” pp. 177 ff. 
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yields. The usual droughts and the sparsity of rainfall make possi- 
ble an accumulation of plant nutrients in the soil, not lost by leach- 
ing, so that more than the average amount of rainfall will result in 
heavy yields. 

A comparison between eastern Montana and Iowa is interesting 
at this point. During a period of 37 years, the average annual pre- 
cipitation for Iowa was 31 inches compared with slightly more than 
15 for eastern Montana.? In only one year (1910) did precipitation 
in lowa drop as low as 20 inches. Although precipitation varied in 
Iowa, it never was as low as the average for eastern Montana. At 
Havre, Montana, only two in a series of 42 years between 1895 
and 1936 had more than 20 inches of rainfall. Eight years had 
fewer than ten inches of precipitation. At Bismarck, North Da- 
kota, only 3 out of 42 years had more than 20 inches of rainfall an- 
nually. 

Usual Precipitation:—A not unusual opinion of many farm and 
livestock people who migrated into the Great Plains during favora- 
ble years of precipitation was that a usual supply of rainfall was 
something more than an average of 20 inches annually. In the past 
ten years, many Great Plains’ farmers have been looking forward to 
“usual rainfall.” But in the Great Plains the usual rainfall is con- 
siderably below 20 inches. In fact, “usual” rainfall on the Great 
Plains is represented by one or a series of dry years followed by one 
or a series of wet years. Semi-arid climate on the Plains does not 
mean a uniformly small amount of rainfall, but uniformity in ir- 
regular amounts of rainfall. Nor is this irregularity cyclical in na- 
ture. There appears to be nothing predictable about the amount of 
rainfall. 

A study of tree ring growths in the vicinity of Havre, Montana, 
shows that rainfall may have varied from one-fourth of average 
to more than double the average.’° This study goes back to 1784, 
and the data show that there have been wet and dry periods of 
from 5 to 10 years in length, succeeding one another. Apparently 
a severe drought period occurred after -1784 when 20 out of 24 
years had less than average precipitation. These same data show 
that 17 out of 21 years prior to 1938 apparently had less than av- 
erage precipitation. Again, during the last 154 years there have 


> * Information taken from the U. S. Weather Bureau Reports on Climatological 
ata. 


10 These data were compiled by A. E. Bell, formerly Superintendent of the North- 


ern Montana Branch Experiment Station located at Havre, Montana. The data are 
unpublished. 
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been seven periods, varying from 4 to 9 consecutive years each, dur- 
ing which precipitation was likely not below the average. There 
were also eight periods, varying from 3 to 11 consecutive years 
each during which precipitation was probably below the average. 

Soil Type Variations :—The above differences in temperature and 
rainfall have, during a long geological period, made for a wide 
variety of soils. The movements of glaciers, the formation of bodies 
of water when the ice receded, and erosion have produced all types 
of soils, topography and relief on the terrain. Scattered badlands, 
isolated mountains, clay hills and buttes, fertile river bottoms, ta- 
ble-flat benches, smooth plains and rolling hill country are all in- 
dicative of variations in soil type and topography. 

Native Plant Life:—The native plant life is evidence of the differ- 
ence in physical environment between the Great Plains area and the 
more humid regions to the east and far west. The Great Plains is a 
treeless, short grass country. Grama, buffalo grass, sage brush, 
gallata, wire grass, mulenbergia, western wheat grass, and needle 
grass are evidence that nature, over a long period of time, developed 
plant life that was adapted to the vagaries of the Great Plains 
physical environment." 

Native Animal Life:—The native animal life on the Great Plains 


is characterized by ability to move great distances rapidly and do 
without water for long periods of time. This is a form of adapta- 
tion to the physical environment. 


The Adapted Indian Culture 


The American Plains Indian had learned to adjust himself to the 
physical environment in which he lived. The buffalo formed the 
core of his culture. It served him with food; skin for tents, clothing, 
blankets, and footwear; was the center of his occupational, reli- 
gious, and recreational life; and supplied him with fuel and bones 
for tool making. Since the buffalo was a migratory animal the 
Indian also was a migrant. The Indian’s tent, his social organiza- 
tion, customs, and traditions were adapted to the need for migra- 
tion, and he was thus able to live on the Great Plains. 


11 See the Atlas of American Agriculture, U.S. Printing Office, 1936. 

12 See W. P. Webb, “The Great Plains,” Ginn and Co., 1931, pp. 33 ff. There is 
also a later trade edition which is not a revision. 

18 See W. P. Webb, op. cit., chap. 3; Clark Wissler, “The American Indian,” 
Oxford Univ. Press, second edition, 1922; Clark Wissler, “North American Indians 
of the Plains,” Lancaster Press, Third Edition, second printing, 1934. 
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The Coming of the White Man 


After 1800, the Great Plains was invaded from the east and the 
south. First came the era of expeditions, among them those led by 
Lewis and Clark (1803-06), Pike (1806-07), and Long (1819-20). 
The region became known as ““The Great American Desert’’ from 
the descriptions furnished by these and later explorers. 

The American Trails:—Next came the period of the Great 
American Trails (1821-1869). They led from east to west, usually 
following water courses.4* Examples are the Sante Fe Trail, the 
Oregon Trail, the Mormon Trail, the Bozeman Trail and others. 
These trails were the means of jumping a vast desert to get from 
one wooded, well-watered territory to a nother. Whenever the trails 
cut across country from one river course to another, the travel- 
ers were confronted with lack of food, water, and fuel. Many present 
day highways and railroads still mark the courses of these trails. 

The Cattle-man’s Culture:—A study of the cattle-man’s way of 
living shows that his culture developed in Texas immediately after 
the Civil War, where it was influenced by the ways and customs 
of the Spaniards. Since the North offered markets, and the North- 
ern Great Plains were good grazing land, there followed a period of 
trailing cattle from the South. The period of the cattle trails 
(1866-1885) resulted in the first attempt of the whiteman to live in 
the Great Plains. Ranches were soon established north of Texas, 
some as summer headquarters, others as supply depots for travelers 
going West and some as permanent homes in the grasslands. 

The early cattle-man’s culture, including for example such 
traits as the “trail herd,” the branding and roundup system, the 
regulations governing trailing, the use of land, and the handling of 
strays, was adapted to the physical environment of the Plains.” 
The ranch headquarters were usually situated along water courses 
and the cattle ranged for hundreds of miles in any direction, result- 
ing in a peculiar system of land control. Often the ranch head- 
quarters were in the mountains and the cattle were trailed into 
the plains country. 

4 See R. L. Duffus, “Sante Fe Trail,” Longman, Green & Co., 1931; Wm. J. 
Ghent, “The Road to Oregon,” Tudor Publishing Co., 1934; F. Parkman, “The 
Oregon Trail,” C. Scribner’s Sons, 1924; E. N. Dick, “Vanguards of the Frontier,” 
Appleton Century Co., 1941, chap. 7 to 17; G. R. Hebard and E. A. Brininstool, 
“The Bozeman Trail,” A. H. Clark Co., 1922, two volumes. 

5 See E. S. Osgood, ““The Days of the Cattleman,” Univ. of Minn. Press, 1929. 


W. P. Webb, op. cit., chap. 6; E. N. Dick, op. cit., chap. 20 to 22; P. A. Rollins, 
‘The Cowboy,” Charles Scribner’s Sons, 1936, Third revised edition. 
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Again mobility made it possible for the cattle-man’s culture to 
exist in the plains. Not until Eastern and European capital came 
into the Great Plains after 1870, did the overstocking of the range 
bring difficulties. Until that time the old cattle-man’s culture was 
peculiarly adapted to the Great Plains physical environment. 

The Pioneer Woodsman Confronted by the Plains :—Next came the 
agriculturists who moved in from the east. The farming frontier, in 
its western advance, had reached the Missouri River at the western 
edge of Northern Missouri by about 1850. During the next two 
decades, the frontier advanced “only two days’ ride on horseback 
from the Iowa and Missouri boundaries.” The reason for the hesita- 
tion in population advance came largely from the fact that the 
pioneer woodcutter and farmer was faced with a treeless, water- 
less expanse. The forest-country pioneer agriculturalist was a 
woodsman who lived by hunting and from products raised in a 
small clearing. He built his home and barns as well as fences out 
of the timber from his clearing. Frequently he settled along some 
stream. This furnished him with some food and was also a means of 
travel. All at once this pioneer was faced by a great expanse that 
was already cleared by nature. Grass was plentiful, but game was 
scarcer than in the forest country. Building and fencing materials 
were lacking. So were fuel and water. 

New Inventions to Conquer the Plains:—To advance onto the 
Plains it was necessary to await certain inventions. Webb gives a 
dramatic picture of a few of these. According to Webb, the Colt 
revolver came into wide use at this time. The early pioneers were 
hunters with “long guns,” forest weapons. On horseback or afoot 
these “long guns” were cumbersome and ineffective against the 
game and especially the Indians. The Colt revolver, a short handy 
gun, helped to turn the balance in favor of the Whites." 

It took the American Pioneer of log-cabin background a long 
time to learn to construct and live in a sod-house, the dug-out or 
the tar paper shack. The adjustment for the pioneer women who 
came west to meet their “lovers,” only to find they had to live in 
such strange living quarters, required a tremendous shift in values, 
ways of thinking, and ways of living." 

Next came the problem of how to confine the domestic stock. 

16 W. P. Webb, op. cit., pp. 167 ff. 

17 E. N. Dick, “The Sod-house Frontier,” Appleton-Century, 1937, chap, 8, 16, 


17, and 18; H. Ruede, “Sod-house Days; Letters from a Kansas Homesteader,” 
edited by John Ise, Columbia, 1937. 
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There are still remnants of nurseries in Illinois, Iowa, and Missouri 
where hedges and prickley bushes were grown, to be shipped west 
for fencing. Extensive settlement in the Plains had to await the 
invention of the barbed wire fence. The development of this in- 
vention offers an interesting page in the history of the need for 
adaption to the Great Plains physical environment.'* 

The development of the windmill to furnish water for house and 
stock is another illustration of an invention necessitated by the 
forces of the physical environment. The battle over irrigation 
rights and water use, a struggle between miners and farmers, 
represents another point at which adjustment to the physical 
environment had to be accomplished in order to utilize the fertile 
farm lands of the West.'® 


The Need for Additional New Inventions to Live on the Plains 


This, however, is the point at which Webb stopped his analysis. 
Were there no other inventions that had to be accomplished before 
the real battle of man against environment was accomplished in 
the Great Plains? Did the environment become more favorable so 
that culture traits, imported from humid areas, could survive 
without undergoing any further tests? Have the last 10 to 15 years 


represented a period when the Great Plains physical environment 
has more nearly approached its normal so that the ideas carried 
into the Great Plains since the revolver, the sod-house and the 
barbed-wire fence are being subjected to a test of natural selection? 

This represents a field of difficult and unexplored research, and 
is the problem upon which the second half of this paper centers. 
Just how well is the culture—the ways of living and thinking, the 
tools and equipment, the prevailing philosophy and customs— 
adapted to the demands of the Great Plains physical environment? 
What is the relation between culture and physical environment? 
How long and under what conditions can culture develop indepen- 
dent of physical environment, and when do the two supplement 
one another? Have we arrived at a point of conflict between culture 
and physical environment? Is the total culture ill adapted to the 
physical environment or only parts of it and what are these parts? 
How can the culture for an area be adapted to the demands of the 


18 W. P. Webb, op. cit., pp. 280 ff. 


19 W. P. Webb, op. cit., pp. 333 ff. There is much literature dealing with the 
problem of water use, ownership and rights and the origin of such rights. 
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physical environment and still function effectively within the scope 
of a larger culture? 

There is evidence to show that culture and physical environment 
operate conjointly in their influence on civilization. In the Great 
Plains this relationship between culture and physical environment 
is probably much more sensitive than in the case of the humid areas 
of the nation. The cost of relief, feed and seed loans, and human 
suffering in terms of excessive debt, tax delinquency, foreclosure 
and non-resident land ownership are evidence of maladjustment 
between the existing culture and the physical environment. It is 
doubtful whether feed and seed loans, relief, rehabilitation, and 
higher incomes to Great Plains people are more than an economic 
and political stop-gap and temporary expedient unless these efforts 
are directed at bringing about fundamental changes in culture at 
certain points, so as to bring culture in alignment with the limits 
imposed by the physical environment. In a nation as large as the 
United States, with as great variations in physical environment as 
exist, cultural differences must be expected and encouraged. This 
will require that the nation as well as the region become cognizant 
of the need for differences in culture and adjustment of culture to 
physical environment. Channels for the development and main- 
tenance of these cultural differences must be established and 
fostered. This means that regionalism, in the aforementioned sense 
rather than sectionalism or paternalism, must be the basis for 
recognizing and dealing with cultural variations within a large 
political domain or a nation. 


Unadapted Culture Traits on the Plains 


It now becomes necessary to offer some evidence in support of 
this position. Obviously conclusive proof is not available. Consider- 
able research is still necessary. Nor is this research alone within the 
confines of the subject matter of sociology, economics, geography, 
or anthropology. It requires the coordinated effort of all these and 
other scientists. 

A study of geography, economics, sociology, history, and other 
subject matter shows that there is a relationship between culture 
and physical environment on the following four points: (1) popula- 
tion density, (2) degree of urbanization, (3) occupational specializa- 
tion, and (4) division of labor. Under the last would come speciali- 


zation of economic, social, political, educational, and religious 
functions. 
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In diagram A we can assume two widely different types of physi- 
cal environment. For convenience one has been designated as a 
humid, the other as an arid environment. Theoretically, it is 
apparent that wide variations may exist in respect to the four 
factors mentioned between the arid and humid regions. The arid 
environment would tend toward a sparse population, with little, 
if any, urbanization. Most people would be engaged in agriculture 
or closely related occupations, and the division of labor would not 
be great. The family would tend to approximate the patriarchial 


Dracram A: CoMPARISON OF CULTURAL CHARACTERISTICS IN ARID 
AND Houmip REacIons 


Ps Arid Region Humid Region 


(1) Population density Low and sparse Low o- sparse, high and dense, 
or both. 
(2) Degree of urbaniza- §_ Low and rural Low and rural, high and urban, or 
tion both. 
(3) Occupational spe- Low and agri- Low and agricultural, high and in- 
cialization cultural dustrial, or both. 
(4) Division of Labor Low and family Low and family centered, high and 
centered contractual or special interest 
group centered, or both. 


type, having political, religious, recreational, and educational 
functions to perform. 

In the case of the humid area, these characteristics may vary all 
the way from what they are in the arid region to a more complex 
situation. Conceivably, the population might be very dense, much 
of it concentrated in urban areas, and engaged in both agricultural 
and industrial pursuits. The division of labor can conceivably be 
very high and on a contractual and special interest group basis. 
This may mean a relative weakening of the family and a specializa- 
tion as to function in that special interest groups may develop to 
sponsor the political, recreational, religious, educational, and other 
functions in the community. 

It is conceivable that the agricultural areas and populations in 
such humid areas can also become urbanized to the extent of taking 
on most of the industrial and urban parts of the total culture. 

In a cultural area, government or political state where there are 
two or more distinct types of physical environments such as the 
arid and humid, and where the humid environment is dominated 
by a highly urbanized, industrialized and commercialized culture, 
it is possible that the arid region will be dominated by these same 
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urbanized, industrial, and commercial aspects. This is especially 
true if there is a high development of transportation and communi- 
cation facilities and when these are so constructed as to feed all 
types of culture traits from the humid (urban, industrial) to the 
arid regions. Under these conditions, it would be highly probable 
that the culture established in the arid region would be out of line 
and in a position of conflict with the physical environment in the 
arid region. 

Is there any evidence that the culture traits”® of the humid areas 
to the east of the Great Plains have been imported into the semi- 
arid Great Plains without being adapted to the physical environ- 
ment in the Great Plains? It is possible to enumerate only a few of 
these. 

Settlement Pattern:—In Eastern Montana there is evidence to 
show that the agriculturalists attempted to settle on the same basis 
as in Iowa, Minnesota, Wisconsin, or the Middle West generally. 
There are large areas, now mostly abandoned, where there is an 
expensively graded county road on almost every section line, with 
a fence on each side of the road. Expensive culverts and bridges 
still are monuments to a midwestern way of living. 

Organization of Township Government:—In Western North 
Dakota, the township government, frequently consisting of a 
township of six square miles, is still in existence. In Montana the 
county is the smallest political unit, other than the incorporated 
village. But in eastern Montana the school district frequently takes 
the form of a congressional township or some multiple of it. Ap- 
parently the idea of six square miles, or some multiple of it, as the 
basis for defining public service areas was hard to overcome. Con- 
sequently school districts are frequently too small in the eastern 
part of Montana when measured in terms of an adequate and equi- 
table tax base and service area. 

Dry Land Settlement and Farming Carried into Irrigated Areas :— 
There are places in Montana where the size of farm, because of the 
homestead policy, is as large in an irrigated as in an unirrigated 

20 The total culture can be broken down into component parts that are unified 
wholes in themselves. These component parts are known as patterns, complexes 
and traits, depending upon their inter-relationships. These are only relative terms 
and tools of analysis. For example, our pattern of transportation is made up of the 
following complexes: air, water and land transportation. Each of these is made up 
of traits. Thus, land transportation is made up of railway, motor driven, horse, and 


foot travel. Each one of these is made up of separate wholes. Under motor driven 
travel we have gasoline, electrical, and Diesel power conveyances. 
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area, and where farmers on an irrigated farm attempt to raise 
wheat, a dry land crop, on irrigated fields while their friends and 
neighbors, living on dry land farms, attempt to raise a garden. 

Size of Farm Conditioned by Homestead Laws:—On the whole, 
farms are too small in the Great Plains region. This is the result 
of homesteading practices. The homestead laws are also responsible 
for the isolated farmstead and settlement practices. Generally 
speaking,-a 160-acre farm is large enough to support a family in 
the Middle West and East, but not in the dry-land agricultural 
areas of the arid and semi-arid sections of the nation. Later adjust- 
ments in homestead legislation, to permit acquisition of larger 
tracts of land, were encumbered by much red-tape and other 
humid area ideas such as the requirement of growing trees during 
the “tree-claim” boom.” Also, much of this legislation came into 
effect after settlement had already taken place and some settlers 
were convinced that 160 acres was a large enough farm. Further- 
more, settlement had often proceeded so far that the established 
pattern could not be easily changed. 

“County Busting” as a Means of Livelihood :—In conformity with 
the midwestern idea that a county should consist of some combina- 
tion or a multiple of congressional townships and that the county 
offices must be within close proximity of every farmer, “‘county- 
busters” made a living at breaking large counties into smaller 
units, baiting the various communities to offer concessions. A new 
Montana county emerged as recently as 1925 and there was con- 
siderable agitation very recently to create another county out of 
one of the smaller ones now in existence. 

Farm Organization Modeled After the Midwestern Style:—Many 
Great Plains farms have been so set up that the high lands and 
benches were used for crops and hay fields, while the low lands 
were devoted to pasture. Any dams that were constructed to hold 
water were usually located along the section line so that the water 

21 Osgood, op. cit., page 194-195 has this to say: “Congress was not interested in 
the cattlemen and the methods they were evolving for the utilization of these re- 
gions. As on the old frontiers, they were regarded as merely an advanced screen 
ahead of the real conquerors of the land, the pioneer farmer. If the arid West did not 
welcome the farmer as the rich prairie soil had done, it might be induced to do so by 
congressional legislation. The thing to do was to adapt the High Plains to the 
farmer, and not the farmer to the High Plains. The Land Office and, through it, 
Congress was made to believe that if the western farmer were wheedled into planting 


enough trees, rainfall would be increased. . . . In 1873, Congress was persuaded to 


pass the Timber Culture Act. ... Rain making by legislative fiat was something 
new.” 
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could not be used on the operator’s land except for livestock. Under 
these conditions of farm organization, it was impossible to use the 
spring and summer rain floods, under a flood irrigation system, 
without rearranging the entire crop, hay-land and pasture organi- 
zation of the farm. Another illustration of unadapted farm organi- 
zation is represented by events at Malta, Montana. Several 
thousand acres, now included in the Milk River Resettlement 
Project in Montana, were irrigated and irrigable farm land held 
by land speculators and used for grazing and wild hay, while 
hundreds of families were stranded on the adjacent dry land. By 
means of the project, the dry land farmers were moved to this 
irrigated and irrigable land. In this instance, individual rights and 
privileges for a few meant suffering for many, in addition to high 
costs of relief, tax delinquency, and other maladjustments. The 
project itself is an attempt to develop an adapted way of living. 

Farm Ownership Ideals:—One of the major aims of the nation’s 
agricultural goals has been to create ownership in land, especially 
small-scale entrepreneurship. This was expressed in the homestead 
program and again through the passage of the Bankhead-Jones 
Farm Tenancy Act. Undoubtedly, the merits of ownership are 
many, but the objectives behind it include the creation of respect 
for property, the development of personal initiative, participation 
in community activities and the implementing of social control. 
Ownership is, in reality, only a means to accomplish these ends, but 
long-term leases, with proper controls and adjudicating agencies, 
may serve as an equally effective means. 

Without detracting from the merits of land ownership in the 
humid parts of the nation, it should be pointed out that ownership 
of all the land in a given farm unit in the Great Plains may be 
undesirable for the operator and society as well. There are many 
reasons for this, among them the larger size of the farm unit, the 
need for making adjustment to the fluctuations in precipitation, 
and the necessity for adjusting production to domestic and foreign 
market demands. It is probable that a major source of difficulty 
for agriculture in the Great Plains is not the fact of physical en- 
vironment, namely the vagaries of a semi-arid climate; but the fact 
of imposing an unadapted ownership pattern upon an environ- 
mental area that requires a different type of resource control. Even 
today many counties in the Great Plains dispose of tax delinquent 
lands through private sales as quickly as possible. Some of this 
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land again returns to tax delinquency status in a short time. 

Attempts have been made to handle such lands on a long-term 
lease basis. The creation of grazing districts, involving the use of 
privately owned, public and tax delinquent lands on a long-term 
lease basis may represent a more adapted method of resource 
control. The extension of this method of resource control to crop 
lands and to the control of a large part of the land in a given farm 
may represent an advantageous substitute for ownership in the 
Great Plains. 

Financing Agriculture in the Great Plains:—Control of land 
resources cannot be separated from capital financing. Such financ- 
ing has been a problem in the Great Plains, which is reputed to be 
a high-risk loan area. Agitation for a lowered interest rate has been 
a constant political issue, and the government has been forced to 
assume a large share of the farm financing. The Federal Land Bank 
is so financed and operated that it has the ability to carry farmers 
through a period of unusually low income and still keep up the 
credit structure of the organization.” 

In the Great Plains, because of the peculiar and normal fluctua- 
tions in climatic conditions, loan repayments should be flexible. 
Such flexibility can be achieved in various ways, such as adapting 
the amount of loan repayments and rent or lease payments to the 
returns to the farm. Some credit agencies and land owners are 
experimenting with the idea of flexible repayments. 

Is it possible to make further strides in developing an adapted 
credit system for the Great Plains and thus obviate the necessity 
of indefinite capital subsidy? Also, would such an adapted finance 
system have greater merit when it is recognized that the Great 
Plains is a population surplus area which furnishes youth to urban 
centers outside the region, all of whom have inheritance claims on 
the home farm? 

The problem of developing an adapted technique of financing 
Great Plains’ agriculture is closely related to the question of owner- 
ship or long-term lease in matters of resource control. The owner- 
ship philosophy was imported from outside the region, along with 


2 Much of business and industry operates indefinitely on a debt, namely the 
stock owned by shareholders. Agriculture on the other hand, was expected to re- 
pay a portion of the principal and interest, also, at regular intervals. When the Fed- 
eral government entered the field of agricultural finance, it extended some of the 
financing advantages of industry to agriculture, and the future might mean further 
advances in this direction. 
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the finance pattern, and the major finance sources and agencies are 
still largely located outside the region and governed by problems 
and events in the more humid parts of the nation. Here we have 
two basic culture patterns that are closely allied to physical 
environmental conditions and their emergence as problem situa- 
tions are more likely to appear in a semi-arid rather than a humid 
region. They are indications of a maladjustment between culture 
and the physical environment. An intelligent attack on the problem 
must strike at thé root of the source rather than at the symptoms. 
Tax delinquency, excessive mortgage indeptedness, low income, 
lack of operating capital, and small farms are only symptoms, 
confirming the existence of basic maladjustments. The attack on 
the symptoms involves dealing with the basic source of the diffi- 
culties, among them being an adapted resource control pattern 
and an adapted capital financing method for Great Plains agri- 
culture. 

Area Diversification in the Great Plains :—Diversification of the 
single farm enterprise has long been a well established principle 
of good farming in the humid regions of the nation. It is necessary 
for the maintenance of fertility and yield and good management 
in getting the farm work done. Sound as the principle is in the 
humid regions, it has its disadvantages in semi-arid regions, 
especially where dry-land and irrigated farming are adjacent to one 
another. Much of the dry land area of the Great Plains can benefit 
only in a very limited manner from diversification; and when there 
is irrigated land nearby, the greatest social benefit to the larger 
community can be achieved by using the irrigated land in con- 
junction with the dry land. 

This calls for the application of the diversification principle, not 
to a contiguous piece of land or farm unit, but to an entire area. 
This has been more commonly known as area diversification.” 
Under conditions of area diversification, most farm operators would 
have a piece of irrigated land; each would also have a piece of graz- 
ing land in a nearby grazing area and a piece of crop land in a 
better soil type area. None of the three pieces would necessarily 
be adjacent to one another. Diversification would be practiced 
from the standpoint of the farm operator, his production needs, 


%3 For a detailed discussion of this see E. A. Starch, “Type of Farming Modifica- 
tions Needed in the Great Plains” in the February, 1939 issue of the JouRNAL OF 
Farm Economics, Vol. XXI, No. 1, pp. 114 to 120. 
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but not from the standpoint of contiguity in area of land in a 
single farm unit. 

Such area diversification would approximate the condition ef 
the village community of European origin; but it also has its 
counterpart in the grazing district and the forest grazing permit 
area in the United States. Sidewalk-farming in the Great Plains 
is a partial approximation, and some recently developed irrigation 
projects in the Great Plains have definitely had as their main 
objective the attempt to stabilize population on the irrigated and 
the adjacent dry-land area by working out plans of diversified 
relationships between the two closely related areas. 

Such area diversification might prove to be an adapted way of 
farming in the Great Plains. Population might be concentrated 
more thickly in a relatively small area close to good roads, schools 
and other community services. The surrounding dry-land might be 
used for grazing and dry-land crops to supplement the home-base, 
the land being used in conformity with best land-use practices. 
Modern transportation and mechanization would favor such area 
diversification of agriculture. Would such a practice be a better 
adapted farmitg system than that now in existence on the Great 
Plains? Would it be possible to similarly relate to one another 
several more widely separated and different areas, tying together 
an irrigated base with a grazing area 100 or more miles distant? 

Closely related to this culture pattern of area diversification are 
the previously mentioned patterns relating to farm financing, 
ownership and settlement. 

Much of the History of Settlement Shows Importation of Culture 
Traits :—A study of the history of Territorial and early Statehood 
Days of the Great Plains Region shows that governors, judges, and 
other administrators, supported by well intentioned citizens from 
New York, Pennsylvania, Ohio, Indiana and other Eastern states 
often carried the humid area ideologies and practices into the semi- 
arid plains without making adjustments to local conditions. Fre- 
quently, the governors and judges became involved in intense 
conflict with local residents who wanted to have things done 
according to local conditions. Occasionally such officials were 
removed only to have others from the East replace them. Conflicts 
between cattlemen and agriculturalists, between farmers and 
miners, and between agriculturalists and towns-people sometimes 
had their origin in “what was the best way” to accomplish certain 
legal and governmental objectives. 
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Conclusion 


It is readily apparent that many culture traits and patterns, 
imported from more humid parts of the nation, were ill-adapted 
to the semi-arid conditions of the Great Plains physical environ- 
ment. Rehabilitation of people in the region will require changes 
in the existing culture in order to adapt it more effectively to the 
limitations imposed by the physical environment. Area diversifica- 
tion in farming is likely to be an adapted practice. 

There are other concrete and potential settlement, farm organi- 
zation, social organization, population distribution, and thought 
organization patterns that are better adapted to the region than 
those in operation at present. These concepts should probably 
originate within the region so as to become part of the culture. It is 
necessary for the Great Plains to have a cultural center of its own 
where adapted ideas are developed and promoted and where ideas 
and traits from outside the area undergo a test and modification 
in conformity with the needs of the region. Such a culture would not 
be totally different from that of the rest of the nation, but would 
be different at strategic points only. 

Finally, this cultural approach to the study of regional problems 
offers an opportunity to solve some of the difficulties in other 
regions. A recognition of the need for an existence of regional 
cultures would make the development of a regional culture for the 
Great Plains an easier task. And lastly, this point of view should be 
kept alive during the war period, so as to get the post-war recon- 
struction to a quicker start and thus avoid much trial and error 
activity. This point of view should be kept in mind even while the 
war program is underway. The present demand for agricultural 
production is setting the stage for the encouragement of another 
attempt at introducing “humid” area ideology into the Great 
Plains. This is in prospect not alone for agriculture, but for in- 
dustrial development as well. It is possible that unwise and un- 
adapted industrial developments during World War II in the Great 
Plains may be the focus of later maladjustment in much the same 
manner that much unwise and unadapted agricultural develop- 
ment during the first World War was one specific source of two 
decades or more of difficulty in the Great Plains. 


STABILIZATION OPERATIONS OF THE COMMODITY 
CREDIT CORPORATION* 


GEOFFREY SHEPHERD 
Iowa State College 


HE commodity loans, acquisitions, and sales made by the 

Commodity Credit Corporation in its price-stabilizing ac- 
tivities are commonly regarded as instruments for stabilizing 
prices over periods of time. It is not so generally recognized that 
the loan rates and release prices also play a part in stabilizing price 
relationships among different market points in the producing 
territory; that is, they may stabilize the price surface over wide 
areas of geographical space. In addition, they may stabilize price 
relationships at any one point in time and place among different 
grades of the commodity. This triple réle of commodity loans, 
purchases and sales may be expressed in more formal theoretical 
terms as follows: they may stabilize prices, not only in time, but 
also in place and form. 

The need for stabilizing prices arises from the inherent incapacity 
of the open competitive market alone to keep the production of 
agricultural products constant when the demand is constant, and 
changing in the right direction and the right amounts when the 
demand changes. It was formerly believed by many students of the 
subject that the best way to ensure this adjustment was to main- 
tain a very sensitive market, in which prices were continually 
fluctuating in response to changes in supply and demand. From 
that point of view, proposals for stabilizing prices seemed like a 
step in the wrong direction. But actually the objective in stabiliz- 
ing prices is not to slow up or block the operation of the laws of 
supply and demand in the open market, but to help them function 
better in the short run. The laws of supply and demand work out 
all right in the long run, like the laws of evolution in biology; but 
they are inaccurate, clumsy, and wasteful in the short run, particu- 
larly in the case of agriculture. There are two reasons for this: 


* Journal Paper No. J-1024 of the Iowa Agricultural Experiment Station. This 
paper is an outgrowth of the research done under Project 722. It summarizes pre- 
liminary studies made in Washington in 1941 and continued at Iowa State College 
in 1942. I should be glad to hear from anyone interested in greater detail on particu- 
lar points, particularly where others can provide analytical studies or factual data 
not at hand here. I wish to thank my colleagues T. W. Schultz and W. W. Wilcox 
for their criticisms. 
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1. The first and most obvious shortcoming is physical. In spite of all 
that can be done to plant the acreage that with average yields would 
grow the amount of food required to meet the conditions of supply 
and demand, each year unpredictable fluctuations in weather cause 
unpredictable fluctuations in yields and therefore in total production. 
The quantity produced may increase when demand is decreasing, or 
vice versa, because yields per acre fluctuate so much. In 1934, for 
example, and again in 1936, the yields of corn were 40 per cent below 
average. Farmers had to get along with a third less corn than the 
average amount on which their feeding systems were based. The or- 
ganized speculative markets were designed to deal with short-time 
changes in supply, as well as with unpredictable changes in demand. 
But they were totally incapable of dealing with fluctuations in supply 
from year to year. Futures prices are quoted only 8 or 9 months ahead 
of delivery dates, and that is not much help in dealing with annual 
fluctuations over periods of years. 

. The second shortcoming of fundamental economic laws is also physi- 
cal. Agricultural production cannot respond quickly to the unpre- 
dictable and frequently violent changes that take place in demand. 
Most arable crops are harvested only once a year. The time lag in pro- 
duction response for most crops, therefore, ranges up to 12 months. 
For hogs, it may be a year or more; for beef cattle, 3 or 4 years; and 
for orchard crops, 5 or more years. This means that when a sudden 
change takes place in demand, the production response must lag any- 
where from 6 months to 6 years behind. Even if the erratic fluctua- 
tions in supply were smoothed out so as to give average yields each 
year on the acreage planted, changes in supply would still be a jump 
or two behind changes in demand. 


The open competitive market in agriculture, therefore, does an 
inaccurate and wasteful job in the short run, because of unpredict- 
able fluctuations in supply on the one hand, due to unpredictable 
fluctuations in the weather; because of largely unpredictable fluc- 
tuations in demand on the other hand, due to a multitude of 
economic, political and military causes; because of the complete 
lack of correlation between these two fluctuations in the short run; 
and because of an inherent lag in production response of from 6 
months to 6 years. Changes in the quantity produced are never, 
except accidentally, adjusted accurately to changes in the demand. 

The problem of maintaining a closer adjustment between changes 
in production and changes in demand in agriculture calls for supple- 
menting the free market in two ways: 

1. The first job is to take out the erratic fluctuations in market supplies 

from year to year that result from unpredictable fluctuations in the 


weather. It may not be possible to stabilize production, but the flow 
of products to market from an irregularly fluctuating production may 
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be kept stable by storage when crops are large and release of the stor- 
age stocks when crops are small. 


2. The second job is to stabilize demand so that it does not change rap- 
idly from one year to another. This involves stabilizing the whole 
economy, a large order indeed. Until this has been done, the job re- 


duces to putting in the changes in production that are needed to meet 
fluctuations in demand. 


The Federal Farm Board and its successor, the Commodity 
Credit Corporation, were set up to handle the first one of the 
two jobs outlined above. The primary objective of the original 
commodity loan programs, as Henry Wallace conceived it, was to 
stabilize prices over periods of time by storing excess supplies in 
years of large crops and releasing them in years of short crops, thus 
preventing fluctuations in production from having their natural 
effect on prices. The programs were designed to correct the in- 
accuracy with which the ordinary laws of supply and demand kept 
the production of farm products adjusted to changes in the demand 
for them because of unpredictable fluctuations in the yields per 
acre. If the open market functioned perfectly, prices would be 
uniform over time, space and form—uniform, that is, minus (a) 
storage charges from times of surplus to times of scarcity, (b) 
transportation charges from surplus to deficit areas, and (c) con- 
version charges from one form to another (or minus the difference 
in costs of production at different times, places and forms if these 
are less than storage, transportation and conversion charges). The 
ever-normal granary programs were designed to bring the be- 
havior of agricultural prices closer to this ideal. 

In actual operation, the ever-normal granary programs made 
good progress toward this objective. Their progress was hampered, 
however, by the fact that they were put to some additional uses 
for which they were not designed and could not handle. They were 
tied up with, not to say subordinated to, the price-raising activities 
of the Agricultural Adjustment Administration. In the early years, 
also, the programs did not fully recognize the importance of place 
and form, as well as time. It is instructive to observe how these 
departures from the ideal objectives outlined above produced sharp 
repercussions that soon forced the programs to operate more nearly 
in line with the objectives. 


Stabilizing Effects on Prices over Time 


The Commodity Credit Corporation was incorporated under the 
laws of Delaware on October 17, 1933. It started making loans on 
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cotton and corn immediately. The loan rate for the 1933 cotton 
crop was 10 cents a pound, and for the 1934 crop, 12 cents; there- 
after, until 1941, the rates ranged between 8.3 and 10 cents a 
pound. The loans at these rates effectively stabilized cotton prices, 
in the face of a record large crop in 1937, within a narrow range, 
form 9.0 cents to 12.7 cents over the 8 years from 1933 to 1940 
before World War II began. The prices and loan rates are shown 
in the upper section of Figure 1. 

The loans on corn might have been similarly effective in stabiliz- 
ing corn prices, but the corn crops in 1934 and 1936 were severely 
reduced by drought before stabilization stocks had been built up 
enough to fill them in; and after crops returned to normal, partici- 
pation in the Agricultural Adjustment Administration program 
(which was necessary before a producer was eligible for loans at the 
full loan rate) was not always high enough to tie up enough corn 
for stabilization purposes. Nevertheless, the price of corn at 
Chicago stayed within a few cents of 50 cents for several years 
after 1937. It is estimated that the loans on the 1938 and 1939 
crops supported prices about 18 cents a bushel. The prices and 
loan rates are shown in the middle section of Figure 1. 

Loans were not made on wheat until 1938. They ranged from 59 
cents to 64 cents from 1938 to 1940, effectively pegging the price 
of wheat at Chicago over that period between 70 and 85 cents a 
bushel. The prices and loan rates are shown in the lower section of 
Figure 1. 

Space does not permit reporting the effects of the loans on the 
price of other crops, but the statistical evidence may be summarized 
in these terms: Over the 8 years of its operations, before the great 
increase in demand in 1941 and 1942 resulting from the war, the 
Commodity Credit Corporation rather completely stabilized the 
prices of the major farm products on which it made loans. 


Effects on Carry-over Stocks 


The Commodity Credit Corporation was more fortunate than 
the Federal Farm Board; it was born at the right time. The Federal 
Farm Board was set up in 1929, just before the beginning of a 
great depression, and lost heavily on the large stocks that it 
accumulated as prices declined. The Commodity Credit Corpora- 
tion started making loans at the bottom of the depression, and hat 
operated on a rising price level almost continuously ever since. Yet 
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it encountered the same difficulties, only in less severe form, that 
wrecked the Farm Board. It lost a good deal of money, and accumu- 
lated such large stocks of several commodities that taking care of 
these stocks became a major problem. The growth in the size of 
the stocks of cotton, corn and wheat is shown in Figure 2. By the 
fall of 1941, the equivalent of a full crop of cotton, half a crop of 
wheat, and a quarter of a crop of corn had accumulated in store; 
by that time, some of the cotton stocks were 7 years old. Grain 
storage facilities were overburdened, and embargoes had to be 
applied at several terminal markets. The quantities of the various 
commodities under loan, and the quantities owned by the Com- 
modity Credit Corporation, on December 31, 1941, are shown in 
Table 1. The total value of the commodities owned by the Cor- 
poration and of those pledged for loans as of that date was 
$1,356,961,000. 


Commopity CrepiIt CORPORATION 
Loans OvuTSTANDING AND CoMMODITIES OWNED DECEMBER 31, 1941 


(All data in thousands) 


Loans Outstanding Commodities Owned 
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Secure Loans 
Bales Dollars Bales Dollars 
Cotton 1,657 $116,597 5,575 $331,721 
Bushels Bushels 
Corn 204,843 134,123 151,468 116,359 
Wheat 351,746 344,375 166 , 855 164,192 
Pounds Pounds 
Tobacco 63,174 8,674 286,887 76,824 
Bushels Bushels 
Barley 16,369 6,425 66 35 
Bushels 
Grain Sorghums 101 28 
Tons Tons 
Prunes 78.0 3,474 
Bushels Bushels 
Rye 3,220 1,524 822 722 
Pounds Pounds 
Naval Stores 800 8,136 
Dairy Products Purchases 1,922 
Other Commodity Purchases 40 , 664 
Grand Total $624 , 522 $732 ,439 


1 Book values of outstanding loans held by banks and other lending agencies are 
face amounts only. Loans held by the Corporation include face amounts and all 
charges paid. Unpaid accrued charges are excluded. 

2 Book value of commodities owned includes unpaid accrued charges. 
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The operation of a stabilization program, of course, requires 
substantially larger stocks than were carried before; the only way 
to stabilize supplies is to carry over larger stocks from big crops 
than before. The stocks of wheat and corn that were accumulated 
by 1941 were only about the right size for stabilization purposes. 
Only in the case of cotton were the stocks clearly excessive— 
perhaps three times larger than required for stabilization purposes.' 
With the other commodities, the trouble was not so much that the 
stocks were large as that they had been built up over a period when 
the crops were only about average or slightly larger than average 
in size. The stocks had accumulated, not as the result of a conscious 
policy of witholding the excess over average production, but as an 
incidental result of attempts to raise agricultural prices over a 
period of time in defiance of the supply and demand situation. 
There were no signs that this price raising pressure would relax, 
and no signs that the stocks would be kept from growing larger. If 
a really big crop came along, the stabilization program would have 
real difficulty in taking care of it, since stocks were already large 
enough for stabilization purposes, and too large for existing storage 
and transportation facilities. 


Financial Losses of the Commodity Credit Corporation 


The financial losses incurred by the Commodity Credit Corpora- 
tion each year are shown in Table 2. They are affected by inventory 


TasLe 2. Commopity CrepIt CoRPORATION DEFICITS AND SURPLUSES 
(“LossEs” AND “ProrFits’”) 


BY Fiscat YEars, 1938 To 1941 


March 31, 1938 Deficit —$ 94,285 ,404.73 
1939 Deficit — 119,599,918.05 
1940 (Surplus) + 43,756,731.01 
1941 Deficit — 1,637,445.51 


gains (“paper profits”) and losses, as demand increased or de- 
creased. The gain for 1940 and the small loss for 1941 resulted 
because the demand in those years increased, market prices rose, 
and the paper profit was more than enough to offset the actual 
realized loss. 

The losses were heaviest on the commodities with the highest 


1 The basis for this statement with reference to corn is laid down in U.S.D.A. 
Tech. Bul. 764, Controlling Corn and Hog Supplies and Prices, 1942. The statements 
with reference to cotton and wheat are tentative; they need revision by others more 
familiar with the conditions under which those commodities are produced. 
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storage costs. The losses on corn and naval stores were more than 
10 per cent of the original loans. 

When the losses on all commodities are corrected for paper gains 
and losses, with changes in the level of prices taken into account, 
they are equal to about 10 per cent of the value of the original 
loans. On the basis of an estimated business (volume of loans) of 
a billion dollars a year, the losses would amount to 100 million 
dollars a year.” 


Reasons for Large Storage Stocks and Financial Losses 


Why did the stabilization stocks grow so large, before the in- 
crease in demand resulting from the war in 1941 converted them 
from a burden into an asset, and why did the Corporation lose 
money at the rate of about 10 per cent of its loans? 

The chief reason is that the Commodity Credit Corporation was 
following not only the objectives of an ever-normal granary pro- 
gram (by definition purely a storage and “unstorage”’ operation) 
but one or two other objectives as well. The loans were used, not 
merely to stabilize prices and hold prices at about the level at 
which average crops would move into consumption, but to raise 
prices above that level, depending on acreage reduction as a 
continuing feature of the program for raising prices (not merely as 
an emergency measure to be used as a last resort if stocks grew too 
large). This raising of prices was listed as the first of “the three 
fundamental functions of the (Commodity Credit) Corporation’s 
loan programs: Namely, to protect and increase farm prices, to 
stabilize farm prices, and to assure adequate supplies of farm 
products” (i.e., to stabilize supplies). The loans were also used as 
an inducement to farmers to join in the production control pro- 
grams.*? And right from the first, severe restrictions were laid upon 
the quantities of cotton that could be sold by the Commodity 
Credit Corporation. In Section 381-C of the Agricultural Adjust- 
ment Administration Act of 1938 the Commodity Credit Corpora- 
tion was prohibited from selling “more than 300,000 bales of 
cotton in any calendar month, or more than 1,500,000 bales in any 
calendar year.” 

The objectives specified for the Commodity Credit Corporation 

2 J. B. Hutson, President, Commodity Credit Corporation Address, “Looking 


Ahead at Our Financial Problems,” U.S.D.A. Mimeo., Nov. 6, 1941. 
. 3 Report of the President of the Commodity Credit Corporation, 1940, pp. 4 and 
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could have been followed without stocks accumulating excessively, 
if the loan rates set by the Corporation had been accompanied by 
restrictions of production severe enough to raise prices to the loan 
levels. But the Agricultural Adjustment Administration programs 
were unable to reduce production to that point, even though the 
general level of demand and prices rose almost continuously from 
1933 on. The acreage of corn was reduced, but farmers grew other 
feed crops instead and the total production of feeds was scarcely 
affected. 

The loan rates were originally set at the discretion of the Secre- 
tary of Agriculture. In the Agricultural Adjustment Administra- 
tion of 1938, however, Congress began to circumscribe the Secre- 
tary’s power by specifying the range (from 52 to 75 per cent of 
parity) within which the loan rates had to be set for wheat, cotton 
and corn. In Public Law 74, approved May 26, 1941, Congress 
went further and took the matter out of the Secretary’s hands 
entirely; it directed the Commodity Credit Corporation to make 
loans on the basic crops at 85 per cent of parity. That law is still 
in application. 

In the future, it would seem advisable to do either of two things: 
(1) Free the Commodity Credit Corporation from the objective of 
raising the level of prices, and leave it to pursue the one objective 
that a storage agency can handle properly (stabilizing supplies and 
prices without raising the level of prices over a period of years) or else 
(2) incorporate the Commodity Credit Corporation into a different 
kind of program entirely. 

If the first alternative is followed (the second alternative is 
examined later), the loan rates should be dissociated entirely from 
parity or any other price-raising objective extraneous to a supply- 
stabilizing agency, and set each year at the proper level for stabili- 
zation purposes—the level at which a crop of average yields on the 
acreage harvested could be sold. Even this policy would involve 
the Commodity Credit Corporation in considerable losses. It would 
completely stabilize supplies, and if demand remained constant 
that would completely stabilize prices. There would be no rise in 
prices from years of large crops to years of short crops to induce 
farmers to redeem their loans. The part of the crop that the Com- 
modity Credit Corporation took over would be sold after a year 
or more at the same price at which it had been acquired. The 
Corporation would lose by the amount of the storage costs. 
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Strict conformity with the ideal of market perfection over 
periods of time, and with ordinary business principles, would 
require that the loan rates in years of large crops would be set a 
little below the level at which an average crop would move into 
consumption, so that there would be enough rise in prices from large 
crop years to small crop years to cover the costs of storage.* The 
conclusion does not necessarily follow, however, that the Com- 
modity Credit Corporation should conform with this ideal of 
market perfection and ordinary business principles. The Com- 
modity Credit Corporation is no ordinary business, and the ideal 
of market perfection conflicts with another ideal, that of production 
and distribution at the scale which permits the lowest costs. Pre- 
liminary calculations indicate that the nation as a whole is better 
off to have agricultural prices completely stabilized, rather than 
left with enough fluctuation to cover storage costs. Complete 
stabilization permits the producing, processing and distributing 
machinery to operate on the scale that results in minimum cost, 
instead of suffering from an overload one year and an underload 
the next. The gains from complete stabilization are probably 
greater than the costs; and since the same body (the whole nation) 
that gets the gains pays the costs,® complete stabilization is prob- 


ably better for society as a whole than stopping short of the goal 
and leaving enough fluctuation in price to cover storage costs. But 
the problem should be investigated further; the answers might 
differ for different products. 

Another problem that should receive attention is the effect of 
complete stabilization on farmers’ incomes. Obviously, if prices are 
stabilized, gross incomes would fluctuate directly and proportion- 


* Something of this sort was attempted in the first few years of the operation of 
the corn loan program, when the rates were set lower when crops were large than 
when crops were small; it may also have been in the minds of those who set up the 
schedule of loan rates for corn in the Agricultural Adjustment Act of 1938—rates 
that varied inversely with the size of the crop. But with that exception, the loan 
rates for the various crops were set at certain percentages of parity, regardless of the 
= of the crop, and in most cases above the level at which an average crop could be 
sold. 

* This, by the way, is one of the reasons why a government agency can do a bet- 
ter job of stabilizing prices than a private agency. The only source of gain to a 
private agency, by which it can cover its storage costs and continue in business, is 
the rise in prices from years of large crops to years of short crops; it must therefore 
stop some distance short of complete stabilization. But a government agency can 
go all the way to complete stabilization, lose money by the amount of the storage 
costs, and legitimately call upon the Treasury to restore its losses. For the Treasury 


gets its funds from taxes, which come from the nation as a whole, which gets the 
benefits from stabilization. 
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ately with the size of the crop; stabilizing prices unstabilizes 
incomes. Incomes could be stabilized, as well as prices, if the loans 
on the excess over average production were made in some non- 
negotiable form, convertible into money only when the excess was 
sold in some later year of short crop. But the administrative dif- 
ficulties of handling loans in this fashion may be prohibitive. 

Seasonal Movements. The loan rates of the Commodity Credit 
Corporation in the past have ignored storage costs within the 
season, as well as from year to year. Normally, the price of a 
product is lowest at harvest time, and rises throughout the season 
thereafter enough to cover the storage costs. The loans, however, 
have been made at a flat rate throughout the season. A flat loan 
is more attractive (higher in relation to average prices) early in the 
season than late. This is one of the reasons why sealing operations 
are concentrated so heavily in the few months after harvest. In 
cases such as corn where the bulk of the commodity under loan is 
ordinarily stored on the farm anyway, this flat rate does not make 
much difference; it affects only the paper work involved in making 
the loans. But the bulk of the wheat and nearly all of the cotton 
under loan is stored in elevators and warehouses. The heavy rush 
of sealing early in the season overtaxes the transportation and 
storage equipment for handling the physical commodity. There 
might be a net gain from putting a seasonal differential in the loan 
rate, so that the rate would rise from month to month after harvest 
about as much as the average seasonal rise in prices before loan 
programs were instituted, or even more than that. It would depend 
on the comparative costs of storing on the farm and in private 
elevators and warehouses, and upon the reductions in transporta- 
tion overload if the movement were spread more evenly through 
the year.’ More research is required here also. 

Seasonal price movements are of less importance to a stabiliza- 
tion agency like the Commodity Credit Corporation which deals 
with durable products than to an agency that deals with perishable 
products as well. But any price-controlling agency dealing with 
perishable products would almost have to give seasonal price 
movements careful investigation, both because they are usually 


6 A step in this general direction has already been taken. The price at which the 
Commodity Credit Corporation releases corn that it owns is not a flat price through 
the season. In the fall of 1941, the Corporation took the costs of storage into ac- 
count in its release (sale) prices by setting the release prices for corn each month 
equal to the loan rate plus half a cent a month after December. The release price 
thus rises through the season like the open-market price used to rise. 
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large and because perishable products cannot be stored for long. 
There is usually some one time in the season when the product can 
be produced most cheaply. The heavy supplies at that time depress 
prices until the average seasonal price movement approximates the 
cost of producing the product at different times in the year. A flat 
price ceiling or floor through the season would encourage a great 
concentration of production in the low cost months and a scarcity 
of the product in the rest of the year, thus overburdening producing 
and handling facilities at one time and leaving them largely un- 
utilized at another. This point becomes particularly pertinent now 
that retail price ceilings have been imposed. 


Place 


The Commodity Credit Corporation loans on cotton and corn 
were made originally at a flat rate over the entire producing area. 
Normally, however, the price surface for any farm product is 
lowest in the regions of heaviest production relative to consump- 
tion, and slopes upward to the regions of greatest consumption 
relative to production. A flat loan rate is relatively more attractive 
in the low-price, heavy-producing areas than in the high-price 
consuming areas. 

It was believed that this was the reason why more of the product 
(in percentage of local production) moved into storage in the low- 
price areas than in the high-price areas. The situation for cotton in 
1938, the last year when the flat loan rate was used, is shown in 
Figure 3A. In this chart the quantity of cotton stored in each state 
is shown in relation to the location of the states ranged in geo- 
graphical order from west to east. The farther west the states lie 
from the heavy consuming areas in the east, the higher is the 
percentage of the cotton crop put under loan. The four central 
southern states, Arkansas, Louisiana, Mississippi and Tennessee, 
are out of line with the rest (higher than the rest) for reasons that 
are examined later. 

In an attempt to correct this uneven concentration of cotton 
under the flat loan rate, the Commodity Credit Corporation intro- 
duced location differentials in cotton loan rates in 1939. These 
differentials were based mostly on freight rates to the concentrated 
mill areas in the Carolinas and to the Gulf ports. Similarly, when 
the wheat loan program was initiated in 1938, location differentials 
were instituted for that commodity, based on freight rates from 
each point to the appropriate terminal market. 
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In the case of corn, a flat loan rate had been in effect from the 
first, and corn piled up in the western Corn Belt states in much 
the same way as cotton in the western cotton states. This is shown 
in Figure 4A. The Commodity Credit Corporation put location 
differentials in corn loan rates into effect in 1941. The differentials 
were based, not on freight rates (since 85 or 90 per cent of the crop 
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Fic. 3. PERCENTAGES OF THE Cotton Crop Put Unprr Loan Eacu Stare. 
A Fiat Loan Rate Was Usep Wirt THE 1938 Crop; LocaTIon DIFFERENTIALS 
Usep THE 1940 Crop. 


is not shipped as corn but is fed to livestock on farms close to 
where it was grown), but on average prices in each crop reporting 
district, broken down by counties. 

Have these location differentials in the loan rates for cotton and 
corn removed the tendency for stocks to accumulate most in the 
low price areas? They have had some effect in the case of cotton, 
but they do not seem to have had much effect on corn. Figure 3B 
shows that stocks of cotton of the 1940 crop, after location differ- 
entials had been put into effect, continued to pile up in the extreme 
southwestern states, California, Arizona and Texas, even more 
than before; but New Mexico, Oklahoma and the four south 
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central states that were high in 1938 were brought down to about 
the same levels as the eastern states in 1940. Evidently, some other 
influence than the flat loan rate must have caused farmers in the 
extreme southwest to put more cotton under loan than eastern 
farmers. This other influence also had an upward effect on the four 
central southern states shown above in 1938, and a downward 
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Fic. 4. PERCENTAGES OF THE Corn Crop Put UNpErR Loan tn Eacnu State. A 
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effect in 1940. It may be that farmers in the west put more cotton 
under loan than farmers in the east, not because of the flat loan 
rate but because of the reduced export demand, which affected 
western cotton (which had never been used extensively by domestic 
spinners) more than eastern cotton. The change in position of the 
four central southern states remains unexplained. It may be a 
matter of grade or staple length. I am forced to leave this problem 
to others who are more familiar with cotton. Even they disagree.’ 
7 Howard A. Akers, Current Farm Economics, Oklahoma, April, 1941, pp. 46-53, 


discusses this question. But Ralph Raper, cotton economist in the Commodity 
Credit Corporation, does not agree with Akers’ conclusions. 
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The location differentials in the loan rates for corn have only 
slightly corrected the tendency for corn to accumulate heavily 
under the loan in the western corn belt states. Figure 4B shows 
that the heavy concentration of sealings in the eastern states 
continued after location differentials were introduced, much the 
same as before. This cannot be explained by changes in export 
demand, nor by grade considerations. It is probably related to the 
great increase in the numbers of livestock requiring feed in the 
areas of heavy corn production in 1941-42 (farmers wanted to 
retain supplies on their own farms for future feeding), to unusually 
high yields in those areas in 1939-41, and to the fact that these 
areas commonly ship out up to half of the corn they produce and 
therefore have large surpluses of corn available to put under the 
loan if it is higher than the market price. Research on this question 
is still in progress. 

The experience of the Commodity Credit Corporation with 
location differentials, and the research done in that field, has 
brought some interesting facts to light. The first fact is that the 
price surface for some of these products, while not flat, is not a 
simple sloping surface either. It does not rise smoothly from sur- 
plus to deficit areas by the amount of the transportation charges. 
It is an unevenly sloping surface. Second, this uneven surface 
changes violently from year to year, and even from month to 
month and day to day. A study of corn prices in Iowa, Indiana, and 
Ohio, shows that over the past 16 years the price of corn in Iowa 
fluctuated rapidly from month to month, from 19 cents below the 
Ohio price to 23 cents above it—a total range of 42 cents. The 
price surface for pork is similarly unstable; the weekly prices of 
pork loins at Chicago in 1941 ranged from $1.50 per hundred 
pounds below New York prices to $1.05 above them, a total range 
of $2.55. The price surfaces for wheat and cotton are also unstable, 
although the percentage changes are less than those for corn. 
Finally, the price surface for corn, unstable and changing as it is, 
apparently was not flattened out by the flat loan rates used before 
1941. The flattening that did take place resulted as in earlier years 
from changes in relative corn production, not from the flat loan 
rate.® 


® Geoffrey Shepherd, Controlling Corn and Hog Supplies and Prices, U.S.D.A., 
Tech. Bul. 764, 1942. 
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Form 


Up to 1938, cotton loans were made at a flat rate regardless of 
grade and staple length. The producer of the shorter staple and 
lower grade cotton, therefore, got a higher loan in relation to the 
value of his cotton than the producer of long staple and high grade 
cotton. This anomalous situation was corrected by the introduction 
of differentials in the loan rate for different grades and staple 
lengths of cotton in 1938. These differentials were based upon the 
average price for each staple length and grade at the 10 spot 
markets for the 10 months, August, 1937, to May, 1938. Loan rate 
differentials for grade and staple length have become a permanent 
part of the cotton loan programs ever since. The schedule of 
premiums and discounts for the different staple lengths and grades 
of cotton, shown as so much “on” or “off” the basic loan rate for 
15/16 inch cotton, is published each year by the Commodity 
Credit Corporation in mimeographed form early in the calendar 
year. The schedule for 1942 covers two single-spaced typewritten 
pages, and is accordingly too large to reprint here. 

The changes in the differentials for staple length from 1938 to 
1941 are shown for the one grade, Middling White Cotton, in 
Figure 5. In most cases, the differentials for the longer staple cotton 
have increased each year since 1938. The differentials for the 
shorter staple cotton, (1 1/16 inch and less) however, narrowed 
from 1938 to 1939, and were changed only slightly thereafter, 
until 1941. 

The loan differentials for these shorter staple lengths during the 
years from 1938 to 1941 were wider than the premiums and 
discounts actually paid in the open market. The reason for this 
was the fact that the loan differentials each year were based mostly 
upon the market differentials existing during the last 10 months of 
the preceding year, and these market differentials narrowed each 
year from 1936-37 to 1939-40. The loan differentials were set 
wider than the actual market price differentials existing at the 
beginning of the crop year (August, 1941) but the market differ- 
entials soon widened as the year progressed until they were con- 
siderably wider than the loan differentials. 

There seems to be some question about the effect of the wide loan 
differentials (wider than market price differentials) from 1938 to 
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1940. One observer® believes that the high loan rates for the longer 
staple cotton caused a high percentage of this long staple cotton 
to be placed under loan, while the opposite happened to short 
staple cotton, which moved into consumption instead. This made 
the open market price differentials narrow still further. 

But another observer'® disagrees with this analysis. He states: 


POINTS ON OR OFF 


7 
STAPLE LENGTH 1N INCHES 


Fig. 5. Corton Loan DIFFERENTIALS FOR STAPLE LENGTH FOR MippLine WHITE 
Corton, 1938-39 to 1942-43. Basic StapLe Lenetn, 15/16 Incn. Most or THE 
Premiums ABoveE 1 1/16 IncREASED From 1938-39 To 1942-43, But Most or THE 
PREMIUMS AND Discounts BELow 1 1/16 NaRRowED. 


“If (Akers’) contention were true (long cotton has gone into the 
loan) then it would seem to me that the carry-over of short cotton 
would have decreased much faster than the decrease of short 
cotton in the crop. As a matter of fact, the short cotton in the 
carry-over has not decreased as fast as the decrease of these staples 
in the crop. Neither do the disappearance figures bear out his con- 
tention. I have no reason to believe that premiums and discounts, 
as applicable to the loan, have materially affected the disappear- 


® Howard A. Akers, pp. 46-53, “Current Farm Economics, Oklahoma” April, 
1. 
10 Ralph Raper, of the Economics Division, Commodity Credit Corporation. 
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ance of the various qualities of cotton.” Here again I must leave 
the question for cotton men to settle. 

There seems to be general agreement on a different aspect of the 
cotton differentials. Most observers agree that the loan differentials 
for staple length have one clearly beneficial effect in removing one 
shortcoming of local cotton markets; these local markets previ- 
ously reflected only part of the differentials paid for staple length 
in the central markets." This tendency to pay less than the full 
differentials for different qualities of the product is a common 
defect of local markets; it is true of local markets for other com- 
modities, as well as for cotton. Under the loan program, to the 
extent that the loan differentials reflect actual price differentials 
in the central markets, those differentials become fully effective in 
the local markets. Farmers are therefore given the full incentive 
for raising the longer staple and higher grade cotton. Research is 
needed to show what effects this has had on the production of 
cotton of different grades and staple lengths, and to show which 
grades and staple lengths have accumulated under loan and in the 
hands of the Commodity Credit Corporation, and why. 

Wheat. There are many different classes and sub-classes of 
wheat. The differentials between the loan rates established for the 
basic grades of each class and sub-class are established separately 
for each important terminal market, and differ from one market to 
another. The differentials in the rates for the different grades above 
and below the basic grade for each class and subclass also differ 
from one market to another. The schedule of differentials is there- 
fore too long and detailed to reproduce here; it may be obtained 
upon request to the Commodity Credit Corporation. In the main, 
the differentials are based upon the average price differentials over 
a recent period of years. Each year, revisions are made to take cur- 
rent conditions into account, but the changes in recent years have 
been few and slight. Here is another fruitful field for research, in 
order to show how closely the loan rates approximate average farm 
prices before the loan program was begun, and what effects they 
have had on the accumulation of different classes and grades of 
wheat in store. 


1 L. D. Howell and Leonard J. Watson, 1939. Cotton Prices in relation to cotton 
og oy service and to quality improvement. U. S. Dept. Agr. Tech. Bul. 699, 

pp., illus. 

T. R. Hedges, “Quality-Price Relationships of Cotton at Local Markets in Okla- 
homa,” Oklahoma Sta. Bul. 250 (1941). 
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Improvement in Local Markets 


The experience of the Commodity Credit Corporation has shown 
that a price-controlling agency needs to give careful attention to 
differences in the values of the different grades of a product. When 
a flat loan rate, price ceiling, or floor is set, ignoring differences in 
grade or quality, a form of Gresham’s law comes into play and an 
incentive is set up for bad products to drive out the good. Average 
price differentials between grades, and the reasons for changes in 
the differentials from time to time and place to place, need investi- 
gation, so that the loan or ceiling price differentials can be set 
accurately. Price differentials between different grades of a product 
may be as important as price differentials between different market 
points in space. 

Price control agencies have an opportunity here to rectify a 
common shortcoming of local or country markets for farm products. 
The Commodity Credit Corporation illustrates a means by which 
some major improvements in agricultural marketing may be made 
in the future. In most country markets, either the product is 
bought at a flat price regardless of grade, or the range of prices 
paid for the different grades is much narrower than the range in 
the actual value of the different grades. This subsidizes the produc- 
tion of low grade products at the expense of high grade product. 
Marketing men have worked for years to rectify this defect in 
country markets. Some progress has been made, but the job is so 
inherently difficult that marketing programs designed to help 
farmers appraise complicated grade and value differences accurately 
out in the country markets where they sell the product may be 
reaching their limits. The Commodity Credit Corporation, with its 
differentials in the loan rates for different grades of products, 
coupled with objective determination of the grade by impartial 
government graders, has been able to carry value differentials clear 
back to the farmer and solve the problem at one stroke. 


Appraisal 
On the whole, the Commodity Credit Corporation has been 
rather successfully performing the ever-normal granary job—taking 
out erratic fluctuations in market supplies from year t year. The 
commodity loans have proven to be an effective device for smooth- 
ing out fluctuations in supplies and prices, and as experience ac- 
cumulates, the Commodity Credit Corporation may be expected 
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to maintain and improve its past good performance. The Corpora- 
tion is succeeding where many voluntary cooperatives failed in the 
early days when they attempted “orderly marketing” and “com- 
modity control’’—a job that in most cases lay beyond their powers. 
The Corporation is in a sense the embodiment of the idea of “‘com- 
pulsory cooperation” which cooperators began to envision when 
voluntary cooperative programs of price control benefited outsiders 
more than members and thus by their initial success brought about 
their own downfall. 

The Commodity Credit Corporation stabilization operations are 
also playing an important réle with respect to place. They may 
replace or supplement the operations of voluntary cooperatives in 
the field of “‘market distribution” or “market selection,” and reduce 
or do away with the present need for telephoning and cross-hauling 
on the part of individual farmers and dealers as well. And, finally, 
the differentials in the loan rates for different grades of products 
may complete the programs for carrying value differentials clear 
back to the farmer which previously were reaching a plateau on the 
basis of improving the plane of the competition at the local market. 
In the three aspects of the ever-normal granary job—time, place, 
and form—the Commodity Credit Corporation offers new solutions 
for old marketing problems. 

But in other directions the Commodity Credit Corporation has 
been asked to do too much. Its activities have been directed not 
only toward the physical job of stabilizing market supplies (the 
original purpose of the ever-normal granary plan) thus also stabiliz- 
ing prices about the levels indicated by average supply and demand, 
but also toward raising prices above those levels. This second ob- 
jective lies outside the powers of any storage and unstorage agency 
like the Commodity Credit Corporation, just as the ever-normal 
granary type of supply-stabilizing operations do lie within the 
powers of the Corporation but did not lie within the powers of co- 
operative associations, and wrecked a good many of them when 
they attempted that job. 

When price levels cease to rise, or still more, if they should fall, 
stocks are likely to accumulate more than they did while price 
levels were rising. The Commodity Credit Corporation by itself 
can handle this problem only if it is free to reduce loan rates and 
prices. Raising prices over a period of years, toward parity or any 
other objective, can only be done by reducing acreage or increasing 
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demand. These are jobs for the Agricultural Adjustment Adminis- 
tration and the Agricultural Marketing Administration. If they 
cannot handle them, the Commodity Credit Corporation should 
not be burdened with them. All that the Commodity Credit Cor- 
poration can do is take out fluctuations in prices from year to year 
about the level set by the Agricultural Adjustment Administration 
and Agricultural Marketing Administration. By itself, it cannot 
raise that level and make it stick; it can only take supplies off the 
market at one time and put them back at another.” And if it can 
only put them back slowly, as in the case of cotton, it is handi- 
capped even in doing the job it could do if it were left free to do it.” 

The activities of the Commodity Credit Corporation, the loaning 
agency, the Agricultural Adjustment Administration, the produc- 
tion control agency, the Agricultural Marketing Administration, 
the marketing and consumption agency, and the Department’s 
policy with respect to the forward price floors, need to be more 
clearly distinguished and properly coordinated in the development 
of a unified over-all agricultural price policy. 

2 Prof. Roy A. Ballinger, of Louisiana State University, comments on this point: 
“You argue in your article that the ever-normal granary should not be used to raise 
prices. I agree with you, but it seems to me that the cotton loans, which you present 
as a part of the ever-normal granary, have been viewed in that light by very few 
people, except perhaps a few officials in Washington. Certainly the cotton farmers, 
the cotton trade, and the Agricultural Extension Service have looked upon the cot- 
ton loans as a price-raising device and have given very little attention to the idea 
of an ever-normal granary. It seems to me that Congress has taken the same view. 
If this is true, much of your discussion of cotton loans as part of an ever-normal 
granary is far removed from the actual situation. I believe that some more explicit 
recognition of this fact in your article would be desirable.” 

18 Karly in June the Commodity Credit Corporation announced “that no cotton 
would be sold by Commodity Credit Corporation under the General Cotton Sales 
Program during the month of June. “The remaining 177,636 bales of cotton that 
can be sold during the calendar year 1942 within the limitation of 14 million bales 
specified in Section 381-C of the Agricultural Adjustment Act of 1938, as amended, 
will be held until the requirements for export sales and sales for new uses are deter- 


mined.”’ (Press release, June 3, 1942.) It was apparent that the Corporation had sold 
almost its full quota for the year in the first five months of the year. 


CONSERVATION EXPENDITURES ON 
FEDERAL LANDS 


Aur Z. 
U. S. Forest Service 


HERE is a growing recognition of the importance of economic 

principles in the formulation of sound policies controlling the 
conservation or best use of our publicly owned resources. The eco- 
nomic relationships existing among land, water, forage, forest, 
mineral and wildlife resources and the respective and aggregate 
economic influences of these resources and relationships on indi- 
viduals, local communities, and the national economy are subjects 
receiving increased attention in the JouRNAL and elsewhere. 

One of the most difficult questions to answer in this field is how 
much public money should be spent on conservation projects. This 
brief exposition will be confined to observations on a possible ap- 
proach to a solution of this question, having in mind particularly 
Federally owned rural property now being held and managed for 
conservation purposes. It is essentially an attempt to develop some 
logical signposts rather than an empirical illustration of meth- 
odology. 

This problem has received comparatively little analytical study 
by agencies of the Federal government. The depletion of our re- 
sources has been so great and the need for conservation so pressing 
that most individuals guiding our conservation efforts have taken 
the justifiable position that there is no danger of too much public 
spending for this end. There are, however, two circumstances 
which may endanger future conservation appropriations. The first 
is present or prospective demand upon the Federal treasury for 
large sums for “the sinews of war,” agricultural-industrial income 
parity, subsidized exports, foreign loans and post-war relief. This 
demand may require curtailment of appropriations for the regular 
or non-emergency governmental services. The second circumstance 
is one for which conservationists themselves appear partly re- 
sponsible. Whereas much has been said of the need for conserva- 
tion, relatively little quantitative information has been presented 
to the public and to Congress designed to show the value of the 


1 Although useful comments and suggestions have been received from profes- 


sional colleagues and others, the views expressed represent only the personal opinion 
of the author. 
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returns from conservation expenditures. In view of the competi- 
tion among the many regular functions of the Federal govern- 
ment for treasury funds even during “non-emergency”’ times and 
in view of the increasing competition for funds between the regular 
and the emergency functions, it seems incumbent upon conserva- 
tionists to show as quantitatively as possible the present value of 
‘the returns or benefits from conservation expenditures so that 
Congress and the public may judge better the social and economic 
importance of conservation and its proper place in the realm of 
Federal fiscal policy. 

The proposal that is here considered is presented with full appre- 
ciation of its highly complex nature. The purpose has been only to 
outline the more important basic concepts that appear to be in- 
volved and to supply a skeleton framework of procedure upon 
which may be constructed, after much additional study, a workable 
and satisfactory methodology. Since this attempt is embryonic and 
some principles delineated are controversial, it is admittedly vul- 
nerable to searching review and criticism. 

In the discussion that follows “conservation” is taken to mean 
the management of the resources of all units of Federal land for 
maximum aggregate sustained economic returns. By “economic 
returns” is meant “the economic values of all products and services 
resulting from the expenditures of public money, including those 
items the values of which must be estimated in view of the fact 
that they are not exposed to the pricing process in any ordinary 
market sense.’ 

It is proposed that the advisability of investment of funds in 
any existing conservation project whether a national forest, Indian 
forest, national park, grazing district or wildlife refuge be tested 
by a consideration of the costs of and returns from such invest- 
ment.* It is suggested that the net rate of return per investment 
dollar be determined currently for each established conservation 
project. This procedure would require the adoption of an account- 


2 Alf Z. Nelson, “Comments on Connaughton’s definition of watershed manage- 
ment.” Jour. Forestry 38(4): 365. April, 1940. 

3 “Tt may be observed ... that every decision involving governmental invest- 
ment policy should be made in the light of the most accurate and complete balance 
sheet of social costs and returns that can possibly be computed for each individual 
project.” R. W. Nelson, “Controlled burning at $40 per acre; is it socially justifia- 
ble?” Jour. Forestry 37(10) : 816-817. Oct. 1939. Also see: “In defense of an economic 
—- to public forestry.” Jour. Forestry 38(7) : 593-595. July, 1940, by the same 
author 
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ing system based on the type common among private corporations. 
The books would be closed annually and a statement of profit and 
loss and a balance sheet would be prepared. It is readily admitted 
that this procedure would in no instance be a simple undertaking 
and that projects such as wildlife refuges whose returns are not of 
substantial direct monetary importance would present complex and 
perhaps unsolvable problems. 

We have this situation to face, however. Expenditures of the 
Federal government are in dollars. A national forest, for example, 
receives dollar appropriations each year for regular operating pur- 
poses. Therefore the returns should also be expressed in dollars to 
the fullest extent possible so that a basis of comparison with costs 
can be established. We must translate, somehow, those returns 
which are not subject to the pricing system into dollar values upon 
the best basis of estimation or value judgement possible and then 
include them as credit entries in the conservation ledger.* Many 
persons feel that this cannot be done. It is believed that if the ob- 
jective be clearly defined and exhaustive studies of the many 
facets of the problem be undertaken, a large measure of success 
can be expected. Weeks and Josephson point out that the pro- 
cedure of placing definite values on returns of this kind” .. . at 
least at first, would necessarily be in part qualitative and in part 
quantitative.’ 

Without doubt the intangible or “non-vendible” returns from 
many conservation areas are of great economic importance. The 
watersheds of the Angeles National Forest, California, is a classic 
example. The wage income resulting from the manufacture of raw 
materials produced on conservation lands could not ordinarily be 
counted. However, if this wage income displaced essential unem- 
ployment relief expenditures there would exist cause for including 
such returns. This would presuppose that no alternative employ- 
ment opportunities were obtainable and that no less costly form of 
relief was available. 


Care should be exercised so that utilities which normally have 

4“... Even with intangible values (from public forestry) . . . , it is necessary 
to have some estimate of what they are worth. Costs cannot be entirely ignored. 
There must be some limit beyond which expenditures to achieve a result that is in 
itself highly desirable are not justified.” Samuel T. Dana, ““The Outlook for Fores- 
try,” Yale Forest School News 28: 41. July 1940. 

5 David Weeks and H. R. Josephson, “Economic criteria for classifying non- 


urban land according to probable best use.” Jour. or Farm Economics 21(2): 427. 
May 1939. 
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little or no economic value would be properly evaluated or ex- 
cluded from the accounts. For some utilities no one would volun- 
tarily exchange money for the reasons that they are lightly es- 
teemed or could be gotten free elsewhere. Thus, for example, if 
no one would be willing to pay any money directly or indirectly 
for the use of a public campground were they asked to do so, it 
would yield no economic return. 

Care should be exercised, also, so that when the financial ac- 
counts of the conservation projects were being prepared imputed 
interest would not be overlooked.’ The interest to be charged 
would be taken here as equal to the economic rate of pure interest 
(hereafter termed “economic interest”) as measured by the yield 
on long-term, highly marketable, tax and risk-free bonds or compar- 
able income-producing investments.’ Projects whose total annual 
returns equalled or exceeded total annual costs, including economic 
interest as a current operating expense, would be able to charge off 
interest from annual returns. Projects whose returns were deferred 
in whole or in part would have to carry total accumulated costs 
(or the part thereof which could not be balanced against annual 
returns) at compound interest until accumulated costs and returns 
did balance. This would be the case for many of the eastern 
national forests which because of the badly depleted condition of 
their timber stands require rehabilitation and a long period of 
waiting before they will become widely productive. This would 
be true, likewise, for some western grazing districts which were 
withdrawn only recently from the public domain and from free 
and unrestricted use. On the foregoing premise when costs and re- 
turns balance, economic interest would have been earned even 
though it be included as a cost for accounting purposes. And when 
returns exceeded costs, the enterprise would have earned profit.® 

6 For a very enlightening discussion of the theoretical basis for the use of interest 
in connection with public expenditure for conservation see: Arthur C. Bunce, “Time 
preference and conservation.” JOURNAL OF Farm Economics 22(3): 533-543. Aug. 
1940. R. C. Staebner, “The problem of interest in forestry.” Jour. Forestry 29(5): 


763-767. May 1931; and R. W. Nelson, “Controlled burning, etc.,” op. cit., pp. 
815-816. 


7 Fred R. Fairchild, and Assoc., “Forest taxation in the United States.”’ Misc. 
Pub. 218, U.S. Dept. Agr. 1935. p. 583. 

8 In ordinary private business accounting the only type of interest usually con- 
sidered is loan interest representing the cost of borrowed money. It is entered in the 
ledger account as an operating expense item. Economic interest reflects the pro- 
ductivity of capital. The entrepreneur has reason to expect that his enterprise will 
yield economic interest because his capital if invested wisely elsewhere would do so. 
Business accounting, however, usually includes economic interest as part of profits. 
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Some conservation projects require expenditures for resource de- 
velopment over a period of years in order that substantial and sus- 
tained returns will flow from them. During these years little or no 
income may be received. For such projects the future expected 
rate of return should be estimated. To do this it would be first 
necessary to estimate the total future investment at the time when 
sustained maximum returns could be expected. The future invest- 
ment would consist of the present investment carried forward at 
the pure interest rate plus net annual operating deficits with in- 
terest to the same point in time. The future rate of return would 
then equal the sustained annual net return divided by the future 
investment (on the assumption that the future investment and re- 
turns would represent averages for an indefinite period). In the 
process of forecasting future returns it would be necessary, of 
course, to make a reasonable allowance because of the physical, 
economic and perhaps political elements or risks which ordinarily 
cannot be foreseen and which would adversely affect the returns. 

Conservation projects have received large sums of money and 
supplies of labor which were not fully chargeable to the projects be- 
cause of their relief character. However, justification exists for 
debiting part of such costs to the projects. Possibly the cost of 
doing the work with efficient labor could be charged to the pro- 
jects, the remainder to be charged to relief. 

Overhead charges incurred elsewhere than on the project, such 
as regional and central headquarters overhead, might be appor- 
tioned to the projects on some reasonable basis such as each pro- 
ject’s current appropriation. 

An item of cost which also needs brief mention is the payment of 
contributions in lieu of taxes. Such contributions on conservation 
lands are now paid to states or local rural governments on a per- 
centage basis from money receipts. These payments, if equal to or 
less than taxes that would be levied on similar private property of 
equal value, represent legitimate expense and should be entered as 
such in the ledger accounts. This would be equally true if the pay- 
ments were made on other than a percentage basis. The conclusion 


If profits exceed economic interest the excess represents a reward for managerial 
foresight and risk bearing. This excess is what economists prefer to call true profit. 
The accounting system proposed in this article takes the economist’s position and 
consequently economic interest is considered, for accounting purposes, as cost 
rather than profit. Long-term government loans carry an interest charge roughly 
equal to the pure interest rate as defined in the text above. 
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is inescapable that “The tax item is a ‘true’ cost, and allowance 
must be made for it in over-all social accounting if governmental 
investments are to be made in conformity with rational economic 
calculations, and if the charge is to be avoided that the government 
is in ‘unfair competition’ with private enterprise.’’® 

The end product of an economic accounting system for each con- 
servation project would be the net return per dollar of investment. 
Once this were approximated it would become possible to answer 
the question—How much public money should be spent on con- 
servation projects?—with more precision than existing rule-of- 
thumb methods permit. It would be possible to compare this net 
rate of return for each conservation project with the average net 
rate of return existing in the universe of private business, consid- 
ered as equivalent to the pure interest rate. 

From the standpoint of national planning which should be based 
on the policy of maximum benefit to the national economy (from 
both public and private sources), it seems logical and proper to 
use the pure interest rate as our basic criterion and yardstick for 
the wise expenditure of public money in conservation. 

It is recognized, however, that private enterprise too produces 
returns to society which ordinarily would not be involved in the 
price structure. Certain types, such as those engaged in sustained 
yield forestry, produce returns a substantial proportion of which 
are in this class. “In such cases, it may be economical for organized 
society to subsidize private enterprises in order to obtain a larger 
amount of social products which are joined with a certain kind and 
volume of private production and which otherwise would be sup- 
plied in smaller quantities or not at all.””!° 

Consideration of social returns from private enterprise would re- 
quire, concomitantly, estimation of social costs which do not im- 
pinge upon the individual but are borne by society. The relief 
burden imposed upon the public by stranded populations in the 
Lake States cutover region is an example. Thus some existing 
private industries are more or less exploitive in character, they 
exist and profit by depleting resources which under a good form 
of management are economically capable of being saved, renewed 
and made permanent. The productive capacity of the land may be 


9 R. W. Nelson, “Controlled burning, etc.” Op. cit., p. 816. 
10S. Von Ciriacy-Wantrup, Land conservation and social planning. Plan Age, 
Jour. of the National Economic and Social Planning Assn., April 1939. 
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destroyed or seriously depleted. Such industries, whether by choice 
or by force of economic circumstances, are temporary rather than 
permanent. The people dependent thereon must obtain their live- 
lihood elsewhere (which may be difficult) or must seek public 
financial assistance. The sum of these and similar forms of cost to 
society if balanced against the total unpriced social benefits from 
private industry conceivably might cancel. (Also, the aspect of 
social cost is subject to control. Private enterprises which produce 
high net social costs are or should be susceptible to public regulation 
or public ownership and operation.) For lack of existing tangible 
evidence on the subject this assumption might be made at the 
outset. It should be recognized, however, that this problem repre- 
sents a relatively unexplored field and one to which special study 
should be given." 

The basis for our comparison between public and private returns, 
at least until special studies have shown the need for modification, 
would be for private enterprise the sum of all dollar returns ex- 
pressed as a rate on the total invested capital (this rate here being 
considered as approximately equal to the pure interest rate) and 
for public enterprises the sum of cash dollar returns plus the sum 
of the estimated dollar values of the non-monetary returns ex- 
pressed as a rate on the total invested capital. In the latter, this 
rate would consist of two parts, one easy of determination, the 
second much more difficult requiring dialectical treatment from 
the economic viewpoint. 

In general and over a reasonable period of time, if a conservation 
project will not yield the average net rate of return expected of 
private business, considered as equal to the pure interest rate, it 
may be better in order to maximize the national wealth and income 
to (a) leave in private hands the funds that would be used to run 
such a public enterprise, or (b) transfer appropriations from such 
projects to those yielding at least the average net rate of return 
expected of private business. 

With respect to (a) it would be necessary to consider the effects 
of the expenditures of public money on the national economy as 
contrasted with the effects on the national economy if such money 
were left in private hands. This thought is well expressed in Ver- 
mont’s constitution which provides that “previous to any law 


4 For an interesting discussion of exploitation and social costs see Arthur C. 
Bunce. Op. cit., pp. 539-543. 
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being made to raise a tax, the purpose for which it is to be raised 
ought to appear evident to the legislature to be of more service to 
the community than the money would be if not collected” (Art. 
9, Ch. 1). Obviously, if the net rate of return from public conserva- 
tion projects exceeds that from private enterprise and there is rea- 
sonable expectation of its doing so in the future, there exists a 
strong argument for increasing public expenditures for conserva- 
tion, particularly if private enterprise will not or cannot expedi- 
tiously take over expansion of conservation activities.” If, in the 
future, the public rate of return permanently decreases until equal 
to the private rate, the expenditures should be held stationary; if 
it drops below, they should be decreased by eliminating the least 
productive expenditures until the net rate of return would become 
equal to the private rate, the amount of the decrease being left 
either in private hands for investment or transferred to the “‘best- 
paying” conservation projects.” 

With respect to (b) above, consider the following: A privately 
owned parent corporation, having a number of subsidiaries, pre- 
pares annual financial statements showing consolidated profit or 
loss, assets, current liabilities, capital stock and surplus for itself 
and its subsidiaries. The parent corporation is vitally interested in 
the financial success of each one of its subsidiaries because of the 
effect of each on the total profits of the corporation. In like manner, 
for example, we may think of each one of the 160 national forests in 
the national forest system as a “subsidiary corporation” similarly 
responsible for the production of maximum net returns per invest- 
ment dollar. Each has an important effect on the aggregate returns 
of the parent corporation—the national forest system. It is in this 
connection that the foregoing conservation accounting methods 
also may be of much importance. They would show on a compara- 

12 Diminishing returns would apply, of course, to the increases in expenditures 
here suggested. The increases should not go beyond the point where the last dollar 
of expenditure would result in a net rate of return equal to the pure interest rate. 
Aggregate net returns would thereby be maximized. Also, of course, the need for 


increased expenditures for conservation would have to be compared with the needs 
of _— governmental activities on the basis of equating the marginal returns from 
each. 

13 It is possible that for some conservation projects the investment has been built 
up so greatly that even though expenditures were reduced to a bare minimum the 
net rate of return would never equal the pure interest rate. In case of such projects 
the question would relate to productivity of further expenditures; future outlays 
should be limited to amounts on which the projects will earn economic interest, rec- 
ognizing that a loss has been sustained in the existing investment. The amount of 
loss would be the difference between the existing and the recapitalized investment. 
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tive basis the national forests that were producing or that promised 
to produce the maximum net returns. The distribution of available 
funds among the national forests so as to maximize the aggregate 
returns of the national forest system would then be easier of ac- 
complishment than at present. Those national forests which held 
out the promise of the largest rate of return per investment dollar 
could be considered eligible for the largest appropriations. The 
same principle would hold true for grazing districts, national parks, 
and other conservation projects. By comparing projects having 
high rates of return with those having low rates, light might be 
thrown on causes of and remedies for the differences. 

The approach to realism in analyzing our current and proposed 
conservation expenditures suggested in this article has as its ob- 
jective the measurement of the success of our conservation projects 
in terms of their effect on the national economy. It should serve 
to answer the question of the economic justification for these ex- 
penditures more satisfactorily than existing procedures and should, 
therefore, indicate more clearly the nature and extent of the con- 
tributions of conservation projects to the national economy. 
Maximum social welfare is, of course, the ultimate goal. Without 
attempting to maximize the national economy, however, we cannot 
expect to attain the highest possible level of social welfare. The 
former is fundamental to the latter. 

Reference has been made to the current unprecedented strain 
on the Federal treasury caused by the war. Appropriation of money 
for this purpose is, of course, of paramount importance and sec- 
ondary needs must be relegated to the background. When nations 
are at war, so-called normal economic processes undergo drastic 
and far-reaching change. An evaluation of the sort here suggested 
becomes more difficult because of this curb on the free action of 
economic laws and because extraneous factors occasioned by the 
war are superimposed. With respect to conservation projects the 
fundamental concept based on costs, returns and the pure interest 
rate as previously outlined must be broadened to include an evalu- 
ation of their direct and indirect contributions to the war effort. 
Because the net favorable results of the war activity cannot be 
measured in dollar terms, this evaluation must be on a qualitative 
basis. The prosecution of the war by this country to safeguard our 
people, wealth and institutions will mean, even though we are suc- 
cessful, a net decrease in our total wealth and real income for the 
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time being. Undoubtedly, however, the costs and returns analysis 
suggested would contribute substantially to a clearer understanding 
and recogntion of the importance of conservation projects to the 
war effort. It would aid Congress and the public to judge better the 
appropriate place of conservation projects in the realm of Federal 
fiscal policy under war conditions. 

In conclusion it should be emphasized that this discussion of 
public expenditures for conservation is essentially an attempt to 
present a foundation of economic logic. The methodology has been 
discussed only to the extent necessary to clarify the “‘philosophical” 
implications of this position. The development of additional princi- 
ples and of evaluation techniques is the next step, and no one will 
minimize the complexity of the problems here involved. Before 
embarking on the development of methodology, however, the 
logical consistency and correctness of the underlying theory should 
be demonstrated and accepted. A liberal outlook on divergent 
views must be assumed, therefore, so that the concepts finally 
promulgated may be as free from bias and irrationalism as possible. 


AN ANCIENT EXPERIENCE WITH PRICE CONTROL 


Hans 
University of Dubuque 


NE of the characteristic features of the present economic 

situation in the United States and in other countries at war 
is an increased effectual demand coupled with decreasing quantities 
of goods brought to market. Both factors have arisen out of the 
war situation. The market is becoming more and more an emer- 
gency market and the prices based on it are in part no longer 
normal prices. The law of supply and demand, regulating the actual 
price of goods, is weakened in its function, not only because of the 
growing scarcity of goods, but also as a result of greater purchasing 
power. This “increasing purchasing power” as states the introduc- 
tion to the Canadian Maximum Prices Regulations of November, 
1941, “will, if unchecked, create undesirable inflation of prices.” 
As one means of checking inflation Great Britain, Canada, the 
United States, and other countries have resorted to price control, 
using predominantly the method of either uniform or individual 
maximum price fixing. Yet maximum prices are not new, as ancient 
economic history shows. 

In 301 A.D. the Roman Emperor Gaius Aurelius Valerius Dio- 
cletianus promulgated his famous edict De pretiis rerum venalium, 
which fixed a maximum price for more than one thousand items. 

The edict was published in the form of an imperial law. It was 
enacted by Diocletian himself, by his consort Maximianus, to whom 
Diocletian had transferred his authority over the Western Empire, 
and by the two Caesars, Constantius and Galerius, whom the two 
emperors had adopted as their aids in the government and as their 
potential successors. The question has arisen whether the edict was 
published and enforced in the whole empire, or,whether it applied 
to the East only, the part of the empire ruled by Diocletian himself. 
The introduction (praefatio) to the edict provides that the maxi- 
mum prices “be held in observance throughout our whole domain 
(totius orbis nostri observantia contineri)”’ and emphasizes in its last 
paragraph that “by such a statute provision is manifestly made 
not only for the individual states (civitatibus singulis) and peoples 
and provinces but for the whole empire (universo orbi).” This 
seems to indicate that the edict was not intended for the Eastern 
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provinces only, as M. Rostovtzeff and others assume,' but for the 
whole Roman Empire. Yet it remains doubtful whether the edict 
was published in other parts of the empire than in the East. The 
complete text of the edict has not been found; only fragments are 
known, all of them discovered in Egypt, Asia Minor, and Greece, 
that is, in the part of the empire ruled by Diocletian in person. 
Specific mention of the edict is found only in a treatise attributed 
to Lactantius and published in Asia Minor. Despite the fact that 
most of the fragments picked up in various places were written in 
Greek, there is no doubt that the original document was in Latin. 
The Greek texts were translations interspersed with many lan- 
guage errors. 

The first masterly reconstruction of the edict was made by Theo- 
dor Mommsen, and his reconstructed text was edited by Hugo 
Bliimner, who added a very careful commentary. The edict was 
arranged with titles heading the various sections, the title showing 
often only the first item of a section. Within some of the sections 
the different items showed no connection with each other: dyes 
and needles, for instance, are placed together; feathers and fillings 
for upholstery are placed with writing materials in another section. 
H. Bliimner? put together 32 sections with titles, translated from 
Bliimner’s German, as follows: 

1. Field produce and seeds. 

2. Wine and other beverages. 
. Oil, vinegar and other ingredients used in the preparation of food. 
. Meat, poultry, game and fats. 
. River fish and sea food. 


. Garden and farm produce. 

. Wages for farm laborers, artisans, teachers and others. 

. Skins and furs. 

. Shoemakers’ tools and shoes. 

. Saddles and harness. 

. Goat hair and camel hair, and manufactured goods made from them. 

. Building timber. 

. Turned articles. 

. Wooden posts and firewood. 

. Timber for wagons, finished wagons, agricultural implements, mills, 
sieves. 

. Dyes.—Needles. 

. Carters’ wages.—Fodder. 


1 See M. Rostovtzeff. A history of the ancient world, Volume II, Rome. Oxford 
1928, p. 302; Roland G. Kent. “The Edict of Diocletian fixing maximum prices.” 
University of Pennsylvania Law Review, Volume 69, 1921, p. 40. H. Bliimner. Der 
Maximaltarif des Diocletian. Berlin, 1893, p. 54. 

2H. Bliimner, ibid., pp. 61-181. 
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18. Feathers and fillings for upholstery.— Writing materials. 
19. Robes and cloths of wool and silk. 
20. Wages for embroiderers, silk weavers and female wool weavers. 
21. Wages for male wool and linen weavers. 
22. Wages for fullers. 
23. Raw silk and silk thread. 
24. Purple silk and purple wool. 
25. Sheep wool and other wool. 
26. Linen thread and linen goods. 
27. Linen goods (continued). 
“« “ “ 


29, “ (concluded). 

80. Gold and gold articles (wages for goldsmiths). 
31. Silverware. 

32. Various articles. 


The prices for all the items within these sections were fixed by 
the edict as uniform maximum prices, expressed in denarii, and 
ranging from 2 to 150,000 denarii. The edict is not concerned with 
wholesale prices, and the maximum prices throughout are those 
charged to the consumer. In scope the edict is unique, for it repre- 
sents the first and only recorded, all-embracing system of price 
control in the history of Rome. 

Looking into the significance of the edict and into the causes for 
its promulgation, it is fair to consider first the justification pre- 
sented by Diocletian in the praefatio to his measure. The praefatio, 
of which we possess the original Latin text, has been described as 
“one of the most extraordinary pieces of bombast, mixed meta- 
phors, loose syntax, and incoherent expressions that Latin litera- 
ture possesses.””* It is true that the sometimes bombastic, poetical 
language of the praefatio tends to be pompous and moralizing. 
Today Diocletian would perhaps be called a fascist dictator, a 
totalitarian despot, and his praefatio a masterpiece of propaganda, 
calculated to shift the responsibility for a rise in prices. Yet the 
praefatio is one of the very few sources of information on the im- 
portance of the edict and the reasons for its proclamation. It at- 
tempts not only to justify the promulgation of the edict, but is 
apparently also an integral part of it as it contains the legal penal- 
ties for infringement. 

Translations‘ exist in English as well as in German. The following 
~ 9 Frank Frost Abbott. The common people of ancient Rome. New York 1911, 
pp. 153, 154. See also H. Bliimner, op. cit., p. 55; Karl Biicher “Die Diokletianische 
Taxordnung vom Jahre 301.” Zeitschrift fiir die gesamte Staatswissenschaft, 50. 


Jahrgang. Tiibingen 1844, p. 191; Roland G. Kent, op. cit., p. 40. 
‘ For English translations see: Papers of the American school of classical studies 
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is the translation by Roland G. Kent.’ I have made a few verbal 
changes and have set in brackets the original Latin words where I 
thought the correct translation was difficult or doubtful. Roland 
G. Kent has arranged the text of the praefatio in paragraphs of one 
sentence each. The preamble mentioning only the two Augusti and 
the two Caesars is not translated. Apart from this the praefatio 
reads in translation as follows: 


‘J. The national honor and the dignity and majesty of Rome demand 
that the fortune of our State—to which, next to the immortal gods, we 
may, in memory of the wars which we have successfully waged, return 
thanks for the tranquil and profoundly quiet condition of the world—be 
also faithfully administered and duly endowed with the blessings of that 
peace for which we have laboriously striven; to the end that we, who under 
the gracious favor of the gods have repressed the furious depredations, in 
the past, of barbarous tribes by the destructions of those nations them- 
selves, may for all time gird with the bulwarks due to justice the peace 
which has been established. 

“2. To be sure, if any spirit of self-restraint were holding in check those 
practices by which the raging and boundless avarice is inflamed, an avarice 
which, without regard for the human race, not yearly or monthly or daily 
only, but almost every hour and even every moment, hastens toward its 
own development and increase; or if the common fortunes could with calm- 
ness bear this orgy of license, by which, under their unhappy star, they are 
from day to day ripped to pieces—peradventure there would seem to be 
room left for shutting our eyes and holding our peace, since the united en- 
durance of men’s minds would ameliorate this detestable enormity and 
pitiable condition. 

“3. But since it is the sole desire of untamed fury to feel no love for the 
ties of our common humanity; and since among the wicked and lawless it is 
held to be, so to speak, the religious duty of an avarice that swells and 
grows with fierce flames, that, in harrying the fortunes of all, it should de- 
sist of necessity rather than voluntarily; and since those whom extreme 
poverty has brought to a perception of their most wretched condition can- 
not further keep their eyes shut; it suits us, who are the watchful parents 
of the whole human race, that justice step in as an arbiter in the case, in 
order that the long-hoped-for result, which humanity could not achieve 
by itself, may, by the remedies which our fore-thought suggests, be con- 
tributed toward the general alleviation of all. 

“4, And of this matter, it is true, as the common knowledge of all recog- 
nizes and indisputable facts proclaim, the consideration is almost too late, 
since we form plans or delay discovered remedies in the hope that, as was 


of Athens, V (1892); pp. 233-244; Frank Frost Abbott, op. cit., pp. 154 ff. (only 
parts of the praefatio are translated there); Roland G. Kent, op. cit., pp. 41-44. 
For a German translation see Karl Biicher, op. cit., pp. 699-701. 

5 Roland G. Kent, op. cit., pp. 41-44. The editors of University of Pennsylvania 
Law Review were kind enough to allow me to use the translation. 
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to be expected from natural justice, humanity, detected in most odious 
crimes, might work out its own reformation; for we thought it far better 
that the censure of intolerable robbery should be removed from the court 
of public opinion by the feeling and decision of those men themselves, who 
rush daily from bad to worse and in a sort of blindness of mind tend toward 
outrages upon society, and whom their grave misdoing has branded as ene- 
mies alike to individuals and to the community, and guilty of the most 
atrocious inhumanity. 

“5. Therefore we proceed promptly to apply the remedies long de- 
manded by the necessity of the case, and that too, feeling no concern about 
complaints that our corrective interference may, as coming unseasonably 
or unnecessarily, be considered cheaper or less valuable even in the eyes of 
the wicked, who, though seeing in our silence of so many years a lesson in 
self-restraint, nevertheless refused to follow it. 

“6. For who has so dull a breast, or is so alien to the feeling of humanity, 
that he can be ignorant, nay rather has not actually observed that in com- 
modities which are bought and sold in markets or handled in the daily 
trade of cities, the wantonness in prices had progressed to such a point that 
the unbridled lust of plunder (effrenata libido rapiendi) might be moderated 
neither by abundant supplies nor by fruitful seasons? 

“7. So that there is clearly no doubt that men of this sort, whom these 
occupations have engaged, are always mentally calculating and even seek- 
ing, from the motions of the stars, to take advantage of the very winds 
and seasons, and by reason of their wickedness cannot bear that the fields 
be watered and made productive by the rains of heaven, so as to give hope 
of future crops, since they consider it a personal loss for abundance to come 
to the world by the favorable moods of the sky itself. 

“8. And to the avarice of those who are always eager to turn to their 
own profit even the blessings of the gods, and to check the tide of general 
prosperity, and again in an unproductive year to haggle about the sowing 
of the seed and the business of retail dealers; who, individually possessed 
of immense fortunes which might have enriched whole peoples to their 
heart’s content, seek private gain and are bent upon ruinous percentages 
of profit—to their avarice, ye men of our provinces, regard for common hu- 
manity impels us to set a limit. 

“9. But now, further, we must set forth the reasons themselves, whose 
urgency has at last compelled us to discard our too long protracted pa- 
tience, in order that—although an avarice which runs riot through the 
whole world (toto orbi) can with difficulty be laid bare by a specific proof, or 
rather fact—none the less the nature of our remedy may be known to be 
more just, when utterly lawless men shall be forced to recognize under a 
definite name and description, the unbridled lusts of their minds. 

“10. Who therefore can be ignorant that an audacity that plots against 
the good of society is presenting itself with a spirit of profiteering, wherever 
the general welfare requires our armies to be directed, not only in villages 
and towns, but along every highway? That it forces up the prices of com- 
modities not four-fold or eight-fold, but to such a degree that human lan- 
guage cannot find words to set a proper evaluation upon their action? 
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Finally, that sometimes by the outlay upon a single article the soldier is 
robbed both of his bounty and of his pay, and that the entire contributions 
of the whole world (¢otius orbis) for maintaining the armies accrue to the 
detestable gains of plunderers, so that our soldiers seem to yield the entire 
fruit of their military career, and the labors of their entire term of service, 
to these profiteers in everything, in order that the plunderers of the com- 
monwealth may from day to day carry off all that they resolve to have? 

“11. Being justly and duly moved by all these considerations above in- 
cluded, since already humanity itself seemed to be praying for release, we 
resolved, not that the prices of commodities should be fixed—for it is not 
thought just that this be done, since sometimes very many provinces exult 
in the good fortune of the low prices which they desire, and as it were in a 
certain privileged state of abundance—but that a maximum be fixed; in 
order that, when any stress of scarcity made its appearance (cum vis aliqua 
caritatis emergeret)—which omen we prayed the gods might avert—avarice, 
which could not be checked on the so-to-speak endlessly extending plains 
might be confined by the bounds of our statute and the limits set in the law 
promulgated to control them. 

12. It is our pleasure, therefore, that those prices, which the concise 
items of the following list indicate, be held in attention throughout our 
whole domain, in such a way that all men understand that freedom to 
exceed them is removed; while at the same time, in those places where 
goods manifestly abound, the happy condition of cheap prices shall not 
thereby be hampered—and ample provision is made for cheapness, if 
avarice is limited and curbed. 

**13. Between sellers, moreover, and buyers whose custom it is to enter 
trading-posts and visit provinces overseas, this restraint will have to be a 
mutual action, that, while they already of themselves know that in the 
need imposed by scarcity (in caritatis necessitate) the price-limits cannot be 
exceeded, at the time of retailing such a reckoning of places and bargainings 
and of the whole transaction be figured out, that under it there is mani- 
festly a fair agreement that those who transport the goods shall nowhere 
sell at an unduly high price. 

“14. Because, therefore, it is an established fact that among our ances- 
tors also the method employed in new enactments was that boldness be 
curbed by a prescribed penalty—-since very rarely is a status found for men 
which will benefit them with their free consent, but it is always fear, justest 
teacher of duties, which will restrain and guide them in the right path—it is 
our pleasure that if anyone have acted with boldness against the letter 
of this statute, he shall put his life in peril (capitali periculo subiugetur). 

“15. And let none think that a hard penalty is set, though when the 
time comes the observance of moderation will be a refuge for averting the 
peril. 

“16. He also shall be subject to the same peril, who drawn along by 
avarice in his eagerness to buy, shall have conspired against these statutes. 

“17. From such guilt also he too shall not be considered free, who, hav- 
ing goods necessary for food or usage, shall after this regulation have 
thought that they might be withdrawn from the market; since the penalty 
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ought to be even heavier for him who causes need than for him who makes 
use of it contrary to the statutes. 


“18. We therefore appeal to the devotion of all, that the decision made 
for the public welfare be observed with generous obedience and due 
scrupulousness, especially since by such a statute provision is manifestly 
made not only for the individual states and people and provinces, but for 
the whole empire (universo orbi), for whose ruin a few, we learn, have raged 
exceedingly, whose avarice neither length of time nor the riches which they 
are seen to have desired, have been able to moderate or satisfy.” 


The praefatio shows in terms of florid hyperbole how the vices of 
avarice and usurious dealing, and the unbridled lust of plunder are 
to be held responsible for the high cost of living, particularly in 
those parts of the empire in which the imperial armies were sta- 
tioned. A suitable title for the praefatio would be “A condemnation 
of Avarice.” 

It will be admitted that avarice, or as it would be described 
today, the desire for as large a profit as possible, is an important 
factor in the formation of prices for goods and services, and that 
this factor tends to raise prices when demand exceeds supply. This 
remains true both when the scarcity of goods can be traced to nat- 
ural causes, whose existence the introduction of Diocletian’s edict 
seems to deny, and when the scarcity has been produced arti- 
ficially, as the praefatio maintains. Yet the desire for unduly high 
profits is not sufficient explanation for so comprehensive a measure 
of price regulation. It is unthinkable that avarice should have 
played the one decisive part in the formation of prices for the very 
long list—more than one thousand items—enumerated by Dio- 
cletian. The praefatio, in its violent condemnation of avarice, refers 
only to the high price of goods, and makes no mention of wages 
and remuneration for services. The edict, on the contrary, extends 
the regulation of prices beyond goods to wages for such workers as 
farm laborers, masons, carpenters, joiners, lime-burners, etc.; and 
to tariffs for such services as metal-working, tailoring, writing, 
teaching. It is perhaps significant that the different workers are 
not accused of avarice. 

Beyond the praefatio there is little in Roman literary sources to 
offer enlightenment on the edict. In De Mortibus Persecutorum 
(On the Death of Those Who Persecuted), the one treatise in which 
explicit mention of the edict is made, the author, possibly Lac- 
tantius, writes as follows:* ““And when he had brought on a state 


° Translation by Frank Frost Abbott, op. cit., p. 177. 
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of exceeding high prices by his different acts of injustice, he tried 
to fix by law the prices of articles offered for sale. Thereupon, for 
the veriest trifles much blood was shed, and out of fear nothing 
was offered for sale, and the scarcity grew much worse, until, after 
the death of many persons, the law was repealed from mere neces- 
sity.” 

As the title of the treatise suggests, Lactantius, or whoever the 
author was, can have had little love for Diocletian, under whose rule 
the Christians suffered such cruel persecution. Yet it is likely that 
a “state of exceeding high prices” actually preceded the edict and 
was perhaps the immediate occasion for its promulgation. The 
praefatio itself admits this fact. Lactantius is equally trustworthy 
when he states that the edict was a failure; the edict was repealed 
not later than May 1, 305, the date of Diocletian’s abdication. As 
to Diocletian’s responsibility for the “state of exceeding high 
prices,” Lactantius offers no explanation of his indictment, and 
does not even say with what “different acts of injustice”’ Diocle- 
tian had promoted the rise in prices. Discussing the probable 
meaning of Lactantius’ accusation Hugo Bliimner and others® sug- 
gest measures which include: the greatly increased size of the army, 
the creation of numerous new offices and posts, the increase of 
taxes, Diocletian’s avarice and his expensive buildings. The com- 
mentators on the edict mention other circumstances which, apart 
from Lactantius’ opinion, were responsible for the rise in prices, 
the potential immediate occasion for the promulgation of the edict. 
They think that the rapid debasement of the coinage followed by 
the disappearance of all silver from the market, together with the 
mintage of vast quantities of inferior copper coins was the main 
cause for the rapid increase in prices. 

As for the army, it is true that it was increased on a large scale. 
The author of De Mortibus Persecutorum says that the size of the 
combined armed forces was quadrupled. As the Christian writer 
of the book was prejudiced against Diocletian his statement is 
probably an exaggeration. But the army was at least doubled or 
even tripled. Likewise “the number of ministers, of magistrates, of 
officers and of servants who filled different departments of the 


7 Roland G. Kent, op. cit., p. 39, in “by his varied unreasonable tax-levies” 
would seem to make too liberal a translation of cum variis iniquitatibus. z 

8 H. Biiimner, op. cit., p. 53, Karl Biicher, op. cit., p. 193, M. Rostovtzeff, op. cit. 
p- 317; M. Rostovtzeff, The social and economic history of the Roman Empire. Ox- 
ford 1926, p. 417. 
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state was multiplied beyond the example of former times.” The 
author of De Mortibus Persecutorum goes so far as to state® that 
“the proportion of those who received exceeded the proportion of 
those who contributed.” The consequence was, according to him, 
that the “provinces were oppressed by the weight of tributes.” 
This leads to the important question of taxation. 

The third century witnessed the social and economic decline of 
the Roman Empire.’° The turning point was probably the death 
of Marcus Aurelius, the last “enlightened” despot. Under the rule 
of his son Commodus, 180-192, the army and its leaders increased 
their power and became finally the relentless masters of the state. 
After the violent death of Commodus civil war broke out, and the 
death of Severus Alexander in 235 was followed by the rule of a 
plundering, murdering soldiery, feared and hated by the whole 
population. But the emperors were dependent on the army which 
proclaimed and disposed of them, often after a very brief rule. 
There were twenty-six Roman emperors between 235 A.D. and 
285 A.D. Only one of them died a natural death. These so-called 
“soldier emperors,”’ relying solely upon the military forces, needed 
above all money for the army, and they apparently took to heart 
the admonition of the dying Septimius to his sons, “Enrich the 
soldiers. Trouble about nothing else.” To achieve this end they 
increased the taxes, and more especially the taxes on landowners. 
In addition to the regular taxes paid in money, the emperors levied 
an extremely burdensome additional tax (annona) which was paid 
in kind. This extraordinary and irregular tax took the form of de- 
liveries to the state of all kinds of food supplies, such as grain, 
legumes, oil and meat, of raw material, such as wood, iron, and 
building material, and of manufactured goods, such as cloth, linen, 
and articles of dress for soldiers. When the emperors increased their 
demands for deliveries and other tax payments, including com- 
pulsory gifts extorted from individuals and cities, beyond the tax- 
able capacity of the people, trade and industry fell into disorganiza- 
tion, the general productivity of the empire was reduced, and land 
was left uncultivated. There is evidence that this development was 
particularly serious in Asia Minor and Egypt. Landowners unable 
to pay the taxes were deprived of their land, which rapidly ran to 

* E. Gibbon, The history of the decline and fall of the Roman Empire, I, 440 

10 For further information see: M. Rostovtzeff’s books: The social and economic 


history of the Roman Empire, pp. 417-478; A history of the ancient world, Volume 
II, Rome, pp. 305-333. 
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waste for want of people willing to undertake cultivation in view 
of the oppressive taxation. As M. Rostovtzeff" states, irrigation 
and drainage works were neglected, leading to still further reduc- 
tion of the land under cultivation, and worse, to the frequent oc- 
currence of famines and the spread of malaria. 

It is self-evident that over-taxation, serious though it was, was 
not alone responsible for this decay. But it is true that the system 
of taxation, having degenerated into “organized robbery”  consti- 
tuted one of the main causes of the social decline of the Roman 
Empire during the third century. Diocletian came to the throne in 
284 A.D. to take over a thankless heritage. Had he been a creative 
organizer, a constructive reformer, he might have done much to 
check the processes of decay in the empire. But he made no effort 
to remove the abuses of the third century. Instead of cancelling the 
arbitrary and extraordinary measures and restoring a fair and in- 
dividual system of taxation, Diocletian legalized and made per- 
manent taxes which had been exceptional in the third century, es- 
pecially the annona, thus organizing to a still greater degree the 
robbery of his predecessors. In the interests of the state, as opposed 
to those of the people, Diocletian over-simplified the machinery 
of taxation, introducing a system of collective responsibility for 
the payment of taxes. The result was an attempt on the part of in- 
dividuals, already ruined by excessive taxation, to evade their 
responsibility; the peasants moved from place to place; the land- 
owners, responsible for dues which they were unable to collect 
from their peasants, tended to give up their land and allow it to go 
to waste. To check this tendency the government forced the peas- 
ants to stay on the land, and the middle classes to remain in their 
own towns in order to shoulder the responsibility for the taxes. 
But such measures, adding intolerable compulsion to the already 
oppressive burden of taxation, and reducing large numbers of the 
populace to the level of serfs, were not likely to restore prosperity 
or even tolerable conditions for the people. 

It is clear then that Diocletian, by his so-called reforms, and 
particularly by his pernicious system of taxation, brought further 
disruption to a state already disorganized through the policies of 
his predecessors. But Diocletian’s mistakes, even together with the 
vastly increased army and civil service, still offer no sufficient ex- 


11M. Rostovtzeff, The social and economic history of the Roman Empire, pp. 
424, 425. 
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planation for the promulgation of the edict De pretiis rerum venali- 
um, or for its failure, and it is therefore necessary to examine the 
importance of the debasement of the coinage and of the greatly 
increased circulation of inferior copper coins. 

It is fairly well proved that Diocletian was not interested in the 
welfare of the people. He did not hesitate to sacrifice the individual 
to the end of preserving the empire and of maintaining his own 
autocratic power. But he was dependent on the army, and to that 
extent, as the praefatio shows, he wished to satisfy the soldiers. 
Karl Biicher” comes to the conclusion that in this respect the em- 
peror was worried by the universal debasement of the coinage, and 
that he promulgated the edict in an attempt to fix the relation be- 
tween marketable goods and the debased currency by means of a 
governmental dictate. The edict, in Karl Biicher’s opinion, repre- 
sents a manipulation of the currency with the secondary purpose 
of improving conditions in the army by putting the soldier again 
in a position to obtain value for his pay. 

To appreciate this point of view it is necessary to investigate the 
history of the Roman currency." In the time of Sulla (81-78 B.C.) 
the Roman state began to coin in gold, and by the time of Julius 
Caesar the so-called aureus had become the regular gold coin. The 
original weight of the aureus was fixed by Caesar at 1/40 of a 
Roman pound (327.45 grams). After Caesar’s death this weight 
was steadily reduced until in the middle of the third century A.D. 
gold coins were minted in such irregular weights that their value 
was assessed by weight alone. Stabilization, attempted under Dio- 
cletian, was not achieved until the reign of Constantine, probably 
in 312 A.D. 

The first Roman silver coins were minted about the time of the 
First Punic War, according to Pliny, in 269 B.C., according to 
Livy, a year later. The unit was the denarius, with the smaller de- 
nominations quinarius and sestertius. The weight of the denarius 
was originally 1/72 of a Roman pound, the equivalent of 4.55 
grams. This weight however was soon reduced, probably in 254 
B.C., to 1/84 of a pound, or 3.9 grams. Greek and Roman writers 
identified the denarius with the Attic (Alexander) drachma, and it 

2 Karl Biicher, op. cit., pp. 193 ff. 

8 For the following see: Friedrich Hultsch. Griechische und Rémische Metrolo- 
gie. Berlin 1882, pp. 254-348; Karl Biicher, op. cit., pp. 193-195. M. Rostovtzeff, A 


history of the ancient world, II, 50, 152. M. Rostovtzeff, The social and economic 
history of the Roman Empire, pp. 417-419, 463. H. Bliimner, op. cit., pp. 53, 58-59. 
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was probably the intention of the Romans to assimilate their new 
silver coin to the older drachma, which after Alexander weighed 
about 4 grams. The denarius apparently remained stable at the 
3.9 gram level for more than 300 years. Under Nero, probably in 
60 A.D., the weight of the denarius was fixed at 1/96 of a pound. At 
the same time the silver was replaced by an alloy of silver and 
copper, between 5 and 10 per cent at first, but later increased to 
between 50 and 60 per cent. Under Caracalla, after 215 A.D., a 
new silver coin, Antoninianus, was minted, but very soon regularly 
and progressively adulterated until it lost all value. 

By the time of Diocletian the denarius, the unit of value in which 
all the prices of the edict were expressed, was a copper coin. Its 
value as fixed by the edict is indicated on a fragment of the edict 
discovered in Elatea in Phokis. In the section epi xpvoov of this 
fragment (section 30 of the edict as recontructed by Th. Momm- 
sen and commented on by H. Bliimner) the maximum price of one 
Roman pound of pure gold is set at 50,000 denarii. H. Bliimner" 
and Karl Biicher evaluate the denarius of the edict at 1.827 
Pfennige based on the price of 918.59 Mark for one Roman pound 
of pure gold. The value of 1.827 Pfennige is equivalent to .435 
cent“ of United States currency before the devaluation of the 
dollar in 1934, or about .737 cent of present U. S. currency. Ac- 
cording to the generally accepted” evaluation, the stabilized silver 
denarius of the Republic was worth approximately 17 cents of 
United States currency before the devaluation of the dollar. 17 
cents of United States currency before 1934 are equal to 28 cents 
of present currency. 

Under Diocletian the copper denarius had become the unit of 
currency. There was nothing in circulation which could be called 

44 Frank Frost Abbott, op. cit., p. 168, calculated the value of the copper denarius 
at .4352 cent, and Roland G. Kent, op. cit., p. 45, at .434 cent (before the devalua- 
tion of the dollar). One dollar before 1934 contained 23.22 grains or 15.046 grams of 
pure gold. This fixes the value of the copper denarius at .4352 cent. The present gold 
dollar contains 13.71 grains or 8.88408 grams of pure gold. This ratio fixes the value 
of the copper denarius at .737 cent of the present currency. We are here concerned 
not so much with the actual value of the denarius as with the ratio between the 
original silver denarius and the copper denarius of Diocletian. 

18 One silver dollar before 1934 was equivalent to 371.25 grains of pure silver and 
one silver denarius of the weight of 3.9 grams was equivalent to 60.1848 grains (1 
gram = 15.432 grains) of pure silver or to about 16.4 cents. According to The En- 
cyclopaedia Americana, 1940, VIII, 674, one denarius was equivalent to about 16 or 
17 cents and according to The New International Encyclopaedia, 1909, VI, 423, to 
about 17 cents. Karl Biicher, op. cit., p. 193 and Friedrich Hultsch, op. cit., pp. 298, 


299 evaluate the silver denarius (after 254 B.c.) at 70 Pfennige, equivalent to about 
17 cents of United States currency before 1934. 
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money except the copper denarius. This small change had become 
the exclusive legal tender, the only coin still assessed at face value, 
in contradistinction to the gold and silver coins which, so far as 
they had not disappeared completely from the market," were as- 
sessed by weight!’ alone. Together with this fact it is significant 
that the denarius had fallen from a value of about 28 cents (present 
currency) to one of about .737 cent, or, in other words, had depre- 
ciated approximately 97.4 per cent. 

Applying these facts to the edict Karl Biicher'® concludes that 
the edict contains rather the establishment of a tariff for money in 
terms of commodities than of a tariff for commodities in terms of 
money. In other words, the edict does not fix maximum prices for 
goods, but minimum values for the debased currency. This may only 
be two ways of looking at the same object, one from the viewpoint 
of commodities, the other from the viewpoint of prices, yet it 
enables a clearer view of the whole measure. 

Underlying the edict is not only the debasement of the currency 
as stated by Karl Biicher, but also the reason for this debasement, 
the continual increase in the amount of money coined in the third 
century, especially in the latter half of this period. The sole recog- 
nizable reason why the existing stocks of gold and silver were in- 
sufficient to maintain the stability of the coinage is the constant 
increase in the number of coins, made possible only by a reduction 
of the amount of gold and silver employed. In their perpetual need 
for more and more money the emperors, having almost exhausted 
the taxable capacity of the people, issued a vast quantity of coin 
with which to satisfy their creditors. In the absence of adequate 
gold and silver supplies the government mint in the third century 
consequently’® “became a vast manufactory of base coin.” It is an 
interesting point that from the time probably of Elagabalus (222 
A.D.) the state often refused to accept its own fiduciary money in 
payment of taxes. 

Considering on the one hand that the copper denarius had de- 
preciated about 97.4 per cent as compared with the silver denarius, 
and on the other hand, that the quantity of debased money had 
continually increased, the conclusion must be drawn that actually 

6 H. Bliimner, op. cit., p. 53. According to Gresham’s law it is likely that the base 
copper money had driven the more valuable coins out of circulation. 

” Karl Biicher, op. cit., pp. 193, 194; Friedrich Hultsch, op. cit., pp. 326, 329. 


18 Karl Biicher, op. cit., p. 197. 
19M. Rostovtzeff. A history of the ancient world, II, 317. 
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the edict was promulgated as a result of an extreme money inflation. 

Karl Biicher” stresses the point that all prices fixed by the edict, 
even the very highest, are expressed in denarii, but this gives no 
evidence on the true nature of the edict. It has already been seen 
that the denarius represented the only currency in circulation; it 
was not possible to express prices in other money. More significant 
is the fact that in contrast to earlier piecemeal legislation, and to a 
later attempt made by Julian the Apostate in 362 to regulate the 
price of corn by means of maximum prices, the edict of Diocletian 
represents a comprehensive measure. Had Diocletian been solely 
concerned with procuring for the army everyday commodities at 
reasonable prices, and improbably enough, with meeting the needs 
of the civil population, he would probably not have devised so 
unusual and all-embracing a measure as the edict. Maximum 
price-fixing was by no means unknown at that time; K. Biicher™ 
mentions measures passed by Tiberius, Commodus, and Alexander 
Severus. The increased distribution of bread, oil, and meat among 
the people under Aurelius (270-275 A.D.) is also not without in- 
terest. Aurelius himself is said to have declared wittily that there 
is “nothing more merry than the Roman people when they have 
had their fill (neque enim populo Romano saturo quicquam potest 
laetitius.)” If, on the other hand, an imperial decree was to regu- 
late the value of the currency, it would have to fix a tariff for every 
transaction, even for the most unusual, in which an interchange of 
goods and money took place. The tariff set by Diocletian’s edict 
includes prices ranging from 2 denarii, less than 2 cents of present 
currency for about half a litre of small beer (Zythum), for an ounce 
of brawn, or for a hair-cut, to 150,000 denarii (more than $1000) 
for a pound of genuine purple silk.” The maximum prices moreover 
tend to be rounded off and could be described rather as price 
groups than as individual prices. The uniform maximum price of 
4 denarii serves for about 80 items; 50 denarii for over 20 items; 
100 denarii for more than 30 items. Among other constantly re- 
curring figures are 60, 75, 100, 250, 300, 350, 400, 500, 600, 1000, 
1500, 2000, 3000, and 3500 denarii. Such a system admits the con- 


20 Karl Biicher, op. cit., p. 193. 


21 Karl Biicher, op. cit., p. 195; cf., M. Rostovtzeff, The social and economic his- 
tory of the Roman Empire, p. 463. 

2 It is not, of course, possible to get an idea of the true market values of goods as 
they were sold in 301 a.p. by comparing Diocletian’s maximum prices (converted 


into United States currency) with the market prices of today; cf. Karl Biicher, op. 
cit., pp. 672, 673. 
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jecture that the prices fixed by decree bear little relation to the 
actual existing. prices. They seem to be artificial and dictated by 
authority. The praefatio, in its attack on the laxity of prices and on 
the exorbitant prices demanded particularly from the soldiers each 
time the army was moved to a new place, seems to confirm this 
conjecture. Moreover, according to the praefatio, the prices set by 
the edict are calculated to meet future emergencies. Paragraph 11 
and paragraph 13 of the praefatio clearly indicate that even in the 
case of future scarcity the fixed maximum prices are not to be ex- 
ceeded. This stresses the point that the edict indeed does not fix 
maximum” prices for goods but minimum values for debased cur- 
rency. 

It remains important that the praefatio contains a justification 
for the regulation of prices for commodities needed by the army 
and for daily necessities. It gives no explanation for the all-embrac- 
ing maximum price tariff, and mentions neither services nor wages. 
There is nothing in either the praefatio or the edict itself to show 
recognition of the economic principle that the fixing of maximum 
prices for a set of commodities must remain ineffective if other ar- 
ticles, together with services and wages are left uncontrolled. In 
other words Diocletian was probably not aware that a price system 
which does not include all prices can in the end control no prices. 
The only explanation therefore for the edict is to be found in its 
underlying purpose, which is to stabilize the currency on the basis 
of the debased copper coinage. The stabilization is to be achieved 
by fixing a ratio of value between the denarius, the only real unit 
of money, on the one hand, and commodities, services and wages 
on the other hand. The realization of the purpose is attempted 
through an almost complete, though artificial price system, having 
the outward form of a decree establishing maximum prices, but 
actually fixing minimum values for the inflated currency. Th. 
Mommsen” describes the edict as a “theoretic swindle.” He is 
certainly right in so far as valuable commodities confronted with 
debased and inflated money necessarily vanish from the mar- 
ket, as superior money disappears when sufficient inferior money 
is brought into circulation. Progressive money inflation on the one 
side and scarcity of goods on the other side lead to a vicious spiral: 

* As uniform maximum prices usually become the actual prices, Diocletian’s em- 
phatically stressed distinction between fixed prices and maximum prices was of no 


actual importance. 
* Cf. Karl Biicher, op. cit., p. 193. 
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Scarcity grows and inflation increases until the currency breaks 
down completely. The devastating overtaxation and the civil war 
during the third century make it likely that in some provinces at 
least there was a considerable scarcity of goods before the promul- 
gation of the edict, and it is certainly true when the author of De 
Mortibus Persecutorum states that after the enactment of the edict 
“scarcity grew much worse.” The inflation, serious enough in 301 
A.D., increased too, as is indicated by the progressive devaluation™ 
of the denarius. Under Constantine (306-337) the ratio between 
gold and the denarius was 1:432,000 instead of 1:50,000 as fixed 
in Diocletian’s edict. In other words, within a few years after 
Diocletian’s abdication the same copper denarius in which the 
maximum prices were expressed had depreciated about 88.5 per 
cent. 

‘Lhe main reason, therefore, for the failure of the edict is the 
fact that at the time the edict was enacted, the currency was not 
only debased but that its devaluation—about 97.4 per cent in 301— 
had probably already reached a stage which can be described as 
“runaway.” The praefatio does not exactly admit this. It refers to 
raging and boundless avarice, increasing almost every hour and 
even every moment. Yet the praefatio claims that avarice alone is 
responsible for the increase in prices; and as an augmentation of 
the source of the evil can be taken to mean an augmentation of the 
evil itself, prices too must have increased “almost every hour and 
even every moment.” Allowing for the exaggerated language of 
the praefatio it is nevertheless likely that prices and inflation had 
reached the “runaway”’ stage. 

Diocletian made no attempt to remove the true causes of the rise 
in prices: the inflation of the currency and the scarcity of goods. 
He formulated his edict on the thesis that avarice alone, and not the 
issue of vast quantities of base coin combined with scarcity, was re- 
sponsible for the crisis. His belief that he as “lord and god”’ could 
stabilize an almost totally worthless currency at a probably too 
high level by his edict alone was a mistake, and the failure of his 
attempt was inevitable. Yet the edict remains a measure which from 
the viewpoint of that time represents a unique and grandiose plan 
for solving a problem, ever recurring in different forms, for which 
no sure solution has yet been found. 


%6 Friedrich Hultsch, op. cit., pp. 338-348. 


A METHOD OF DETERMINING FEASIBLE 
IRRIGATION PAYMENTS 


H. E. 
Bureau of Agricultural Economics 


NE of the most important questions in the development of 

irrigation, and often one of the most perplexing, is: Will the 
farmers be able to pay what the water will cost? Experience has 
shown that on many irrigation projects they have not been able to 
do so. Futile attempts of farmers to meet unduly high irrigation 
payments have resulted in much wasted effort and loss of both 
public and private invested capital. 

Answering this question constitutes a complicated problem in 
applied production economics. Among elements of the problem 
that must be considered are physical conditions such as climate, 
topography, and soil, and the relationships of these conditions to 
production of crops and livestock. Many costs of production other 
than irrigation water are involved, some of them very difficult to 
anticipate accurately. Returns are contingent on price trends, mar- 
keting facilities and costs, volume of production and effect of the 
new production on markets and prices. It is small wonder that er- 
rors of estimate in attempts to evaluate and integrate these many 
considerations result in developments that look fine on paper in ad- 
vance but do not always work out in practice. 


I 


One of the most common fallacies in planning irrigation develop- 
ment, particularly supplemental irrigation, is the assumption that 
the entire increment in net income over and above other direct 
cash costs, that results from an input of irrigation water, neces- 
sarily will be available to pay for the irrigation water. Although in 
theory such increases may be thus available, experience has shown 
that usually they are distributed to other factors as well as to irri- 
gation water, with resultant increase in land values, level of living, 
taxes, and other items, even though this results in delinquency in 
irrigation payments. Even though irrigation payments are a first 
lien on the land, it may not be practicable for either a public or a 
private agency to collect them if the water users as a group feel that 


* The author gratefully acknowledges helpful criticisms and suggestions from 
Howard E. Conklin and others. 
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they are unreasonable. The ideas of the water users as to what are 
reasonable payments are likely to be influenced more by the amount 
of irrigation payments, land values, and level of living, in other 
similar areas than by a logical analysis indicating that they should 
continue high irrigation payments at the expense of land values and 
level of living. 

High irrigation payments frequently are not fully discounted in 
making mortgage loans. Consequently, part of the net return that 
theoretically should be available for irrigation payments is required 
for mortgage payments. When debt adjustment becomes necessary, 
mortgage holders and water users may unite in pressure for down- 
ward readjustment of irrigation payments. 

Surprisingly few data are readily available as to current irriga- 
tion payments under varying conditions. Those familiar with vari- 
ous irrigation projects often have a feeling, based on general ob- 
servation, that proposed payments on a new irrigation development 
are out of line with those proven feasible under similar conditions 
elsewhere. Because of lack of specific data, however, it is difficult 
to controvert the paper budgets on which the proposal is based.' 

Determination of the feasibility of a proposed irrigation project 
is usually approached by the “budget” method. Estimates are made 
of increased returns that farmers are likely to realize from the use 
of the water that would be made available. Against this estimated 
increment in returns is set the estimated aggregate of increased ex- 
penses, other than the new water costs, that are likely to be asso- 
ciated with the new or expanded development. The difference be- 
tween the anticipated increases in returns and the increases in costs 
associated therewith is considered available for meeting water 
charges. If the water supply can be brought in at a cost equal to or 
below the sum thus estimated as available for meeting water 
charges, the proposed development is considered feasible. 

There is nothing inherent in the budget approach to prevent due 
allowance for the likelihood that the users of the new water may 
develop ideas of what constitute reasonable water charges that 
differ more or less widely from conclusions that may be reached in 
theory. Allowances can be made for probable increases in standards 
of living, land values and the like. However, because there is no 
a priori basis for making these allowances, anempirical determination 


1 Reference is made to bona fide calculation of feasible payments by disinterested 
technicians rather than to the unsound promotional type of proposals that fre- 
quently is made. 
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of the character and associated effects of these factors, as found in 
actual situations, is necessary. 

For older established irrigation projects, factors affecting the 
ability and willingness of farmers to pay water charges have been 
operating sufficiently long to reflect their net effects in the levels 
of payments now being made. A study of past experience can thus 
provide a basis for checking budget estimates in respect to factors 
ordinarily considered and, in addition, can supply information on 
the extent to which farmers’ attitudes toward given levels of water 
costs ordinarily change over time under given conditions. If it is 
possible to determine the charges that are being paid successfully, 
and the charges that have proved excessive, under reasonably well 
defined complexes of conditions, charges of proposed projects can 
be judged in the light of past experience on projects having essen- 
tially similar conditions. In this manner a supplementary method 
would be provided for quantitatively evaluating the more impor- 
tant factors affecting probability of success in a new development. 

From the fund of past experience we want to know the maximum 
water charges that can be paid successfully under given circum- 
stances. In general, this problem, insofar as it has been addressed, 
has been approached through case analysis methods.? These case 
studies have frequently been exhaustive in their analysis of given 
situations but have produced few well defined statements of rela- 
tionships that can be broadly generalized. 

Statistical analysis of experience in meeting irrigation payments 
on various types of irrigation projects offers an alternative to the 
case analysis approach by which it should be possible to develop 
generalizeable relationships and define limits of probability within 
which such relationships might be applied to new situations. 

Type of farming on existing projects reflects the composite in- 
fluence of climate, soil, prices, marketing conditions, and other cir- 
cumstances and therefore might be a satisfactory index to sum- 
marize the effect of the physical and economic factors involved. 
Determination of feasible type of farming on a new project, while 


2 See, for example, R. P. Teele and Paul A. Ewing, The economic limits of cost of 
water for irrigation, Boulder County, Colorado, a preliminary report. Burs. of Ag. 
Econ. and Pub. Roads. U.S.D.A. Mimeo. 1926 (series of similar reports for other 
areas); W. L. Powers, The economic limit of pumping for irrigation, Ore. Expt. Sta., 
Bul. 235, 1928; Frank Adams and Martin R. Huberty, Permissible annual charges 
for irrigation water in upper San Joaquin Valley, Calif. Div. of Water Res., Bul. 34, 
1930; Medford irrigation district, Oregon: rehabilitation and agricultural report to 
state reclamation commission of Oregon, Div. of Irrig., Bur. of Agri. Eng., U.S.D.A. 
im cooperation with Ore. Ag. Exp. Sta. Mimeo. 1932. 
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admittedly difficult, is based less upon a residual between figures 
with large error of estimate than is calculation of the value of water; 
also, determination or assumption of a type of farming is one of the 
necessary steps before the economic value of the water can be cal- 
culated. Contemplated irrigation costs for a prospective type of 
farming that are too far out of line with payments demonstrated 
to be feasible for similar types of farming elsewhere at least should 
suggest that the justification of the proposed cost be scrutinized 
more carefully. 
II 


As a preliminary and admittedly somewhat superficial explora- 
tion of the possibilities of this approach, a few relationships be- 
tween type of farming and irrigation payments in California and 
Utah have been studied. Results of this study are presented not as 
conclusive findings but merely as an illustration and suggestion 
for more adequate investigation. 

Data were obtained from the Berkeley Land Bank and from 
published reports. From several hundred irrigation projects for 
which varying amounts of data were avaiable in the Land Bank 
files, 125 projects were selected for which sufficient information 
was given to indicate the total irrigated acreage, type of farming, 
and annual irrigation payments per acre in one or more years sub- 
sequent to 1930. By project is meant the area irrigated by a single 
public utility, mutual water company, irrigation district, or other 
organization. Projects were not included if the available informa- 
tion indicated there was serious financial delinquency or seriously 
inadequate water supply—in other words, the sample was limited, 
as nearly as could be determined, to projects that are currently 
successful or at least “going concerns.” The annual irrigation pay- 
ments include all payments per irrigated acre by the water users 
covering tolls, fees, levies, and assessments for operation, main- 
tenance, interest, capital or principal payments, and other items 
appurtenant to their irrigation water supply. The payments do 
not include interest on investment that was not incurred as cash 
expense, nor the value of labor by the farmers on irrigation main- 
tenance that was not a cash payment. Comparable data for 119 
additional projects for the year 1929 were obtained from published 
statistics.® 


* Harry F. Blaney and Martin R. Huberty, Cost of irrigation water in California, 
1930; a cooperative report by the Div. of Agr. Eng., U.S.D.A. and the College of 
Agri., Univ. of Calif.; Calif. Div. of Water Res., Bul. 36, 1931. 
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The 244 projects for which data were available were classified 
as to type as indicated in Table 1. As low as 10 per cent of the crop 
acreage of a project in citrus fruit seemed to give a significant type 
differentiation, doubtless because of the relatively high value of 
citrus fruit and special conditions necessary for its production. A 
few citrus and non-citrus orchard projects of less than 100 irrigated 


1. Basis or CLassiryING IrRIGATION Projects aS TO TYPE OF FARMING 


Type of farming Crop Per cent of acreage 


Citrus orchard Citrus orchard! Over 10 


Non-citrus orchard Citrus orchard! Not over 10 
All orchard? Over 50 


Intensive crop Citrus orchard! Not over 10 
All orchard? Not over 50 
All orchard and row crops® Over 25 

Rice Not over 25 


General crop Orchard and row crops* Not over 25 
Pasture Not over 75 


1 Including avocados. 
? Including nuts and olives. 
3 Including small fruits and rice. 


acres, intensive crop projects of less than 500 acres, and general 
crop projects of less than 1,000 acres were discarded with the 
thought that unusual costs may exist on very small projects that 
may not be feasible in general. Groups of from 12 to 95 projects 
were available in California projects for each of the four type classes 
and in Utah projects for the general and intensive crop classes 
(Table 2). Smaller numbers of projects in other states or not falling 
within the specifications of these classes were discarded. 


TaBLe 2. NuMBER OF PROJECTS AND ToTAL IRRIGATED ACREAGE 
BY oF FARMING 


Type of farming Number of 


Citrus orchard (Calif.) 249 , 157 
Non-citrus orchard (Calif.) 49 , 869 
Intensive crop (Calif.) 20,111 
General crop (Calif.) 214,832 
Intensive crop (Utah) 31,006 
General crop (Utah) 199 , 854 


Total 764,829 


— 
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ANNUAL Figure |. RELATION OF TYPE OF FARMING 


IRRIGATION TO IRRIGATION PAYMENTS 
PAYMENT 


PER ACRE 
(DOLLARS) 
40 


Citrus Orchard (Calit 


Non-citrus Orchard wi 


General Crop (Colit.) 


Crop (Utoh)_- -* 


General Crop (Utah) 


50 75 100 
PERCENT OF PROJECTS 
(EACH DOT REPRESENTS ONE PROJECT) 


Average annual payments per acre on the individual projects are 
arrayed in a percentage distribution chart in Figure 1. 

The consistently higher annual payments in California than in 
Utah in both the intensive and general crop areas are made possible 
by certain higher value crops that are raised in California but not 
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in Utah by higher yields resulting from lower altitudes and longer 
growing season, and by market advantages. The California areas 
are predominantly in the lower valleys and the payments therefore 
are not indicative for higher altitude areas in California. 

It is not suggested that these arrays of existing irrigation pay- 
ments by type of farming be used to determine feasible payments 
on new projects without consideration of elements involved in 
each individual situation, but merely that this approach be used to 
supplement and check the conventional budget analysis. It should 
place the investigator on guard against error of estimate and 
fallacious reasoning that might encourage proposal of unduly high 
payments. The higher payments in each of the arrays may be 
possible because of individual circumstances that do not exist in 
some of the projects with lower costs, and that may not be present 
in the contemplated new project. Investigation of some of the 
higher cost projects in the arrays probably would show that the 
payment actually is higher than can be carried permanently and 
that they are headed for failure unless a scaling down of payment 
can be made. On the other hand, the new project might have a com- 
bination of circumstances that would justify a higher payment 
than on any existing project. 

Even this incomplete analysis, however, suggests that in Utah 
payments of more than $1.25 per acre should be very carefully 
considered unless a type of farming involving 25 per cent or more 
of cultivated row crops is feasible, and that even with the more 
intensive type of production, payments of more than $2.00 are 
subject to question. In California a payment of $7.50 per acre 
appears to be very nearly the upper limit for the less intensive 
type of production, and $10.00 for the more intensive; while pay- 
ments of more than $20.00 for non-citrus fruit and $35.00 for citrus 
fruit areas, as defined, are very unusual. 

The available data were inadequate to permit correlating the 
amount of delinquency in payments with the size of payments in 
each type of farming group. It is possible and even probable that 
some of the lower cost projects in each group are near the upper 
limit of feasible payments, while others could support higher pay- 
ments if it were necessary. In other words, this analysis is signifi- 
cant only to indicate a ceiling of maximum payments that are 
being carried more or less successfully by each type of farming. 


H. E. Setpy 
Ill 


In repayment-experience studies, made for the purpose of es- 
tablishing repayment ceilings, interest would center in projects 
with serious delinquency in irrigation payments by individual 
water users on the project.t The studies would be focused on fea- 
sible water payments as distinguished from the degree of success 
of the irrigation enterprise as a whole or the general financial 
success of the farmers, although the size of water payments usually 
is closely related to the success of both the irrigation enterprise 
and the farmers. In some cases, however, the irrigation enterprise 
might continue in a fairly successful condition, both physically and 
financially, even with considerable delinquency in payments by 
water users. On the other hand, the water users might be fairly 
successful on the whole and yet not meet their water payments 
because they think the payments are too high and that they can 
get a downward readjustment. 

Although interest would center in projects that are marginal in 
the sense indicated, data would be required on characteristics of 
successful as well as unsuccessful projects in order to determine 
whether the marginal projects have significantly different charac- 
teristics. Consideration would need to be given to such possible 
sources of variation as those due to low original construction costs 
in relation to benefits, delinquencies due to expectations of down- 
ward readjustments in water charges, the extent to which previ- 
ously accumulated capital is drawn upon to support water:.charges, 
the financial reorganization and debt scaledown history of the 
enterprise, possible inequitable apportionments of irrigation 
charges, as well as the influence of joint responsibility for the 
obligations of the enterprise. 

The suggested approach, however, rests on the hypothesis that 
each type-of-farming classification reflects complexes of physical 
and economic conditions sufficiently similar that an irrigation 
payment ceiling can be established for it without detailed analysis 
of yield, cost and price relationships for each project. Certainly the 
validity of this hypothesis needs further testing by analysis of 
pertinent data. If found to be tenable, the principal need for yield, 
cost and price data would be for identifying and isolating signifi- 

4 The writer is not arguing that the entire cost of an irrigation project should be 


borne by the users of the water. Whether part of the cost should be apportioned to 
others who benefit indirectly is beyond the scope of this discussion. 
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cant types of farming into which irrigation projects would be 
grouped rather than for analysis of financial profit or success. 

Likewise, the water payment standards that might be established 
would be applied to new projects through the medium of type of 
farming. The determined ceiling of payments for the type of 
farming contemplated on the new project would serve as a check 
on the feasible payments calculated from forecasts of future yields, 
costs and prices, serving to place the forecaster on guard if the 
computed payments exceeded the ceiling based on experience. It 
would not eliminate the difficult necessity of forecasting costs and 
prices in order to forecast type of farming. Experience on existing 
projects would be useful in forecasting land use and yields but 
might be of little value for price and income forecasting. 

As has been explained, payment-delinquency data in the explora- 
tory analysis described above were inadequate for correlating 
delinquency and size of payment within the type of farming groups. 
It was possible only to show the maximum existing payment for 
each type of farming, not the size of payment above which serious 
delinquency occurs. The ceilings for feasible payments (if they 
exist) probably are somewhere below the maxima of existing 
payments. With suitable data a statistical determination could be 
made of the extent to which delinquency may be explained by size 
of payment. If high correlation were found between these variables 
for given types of farming, more definite ceilings of feasible pay- 
ments could be established. The amount of this correlation might 
be increased by a more refined type-of-farming breakdown. 

Even with high correlation between delinquency and payments, 
there doubtless would be considerable unexplained variation, this 
being associated with factors not closely correlated with either 
type of farming or size of payment. Relationships of such factors 
might be determined by introducing those most likely to be signifi- 
cant into a multiple and partial correlation analysis. With delin- 
quency in payments as the dependent variable, the independent 
variables in addition to type of farming and size of payment might 
include such items as the amount of irrigation water per acre; land 
values; yields per unit of major crops or important kinds of live- 
stock; important costs such as taxes, wages, mortgage payments, 
marketing expense, etc.; prices received for major products; and 
maladjustments in organization and operation of individual farms. 

Consideration would need to be given to variation in size of 
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payments on individual projects because of differences in quality 
of land or other reasons. In some cases delinquency may result not 
because the average payment is not feasible but because the pay- 
ments are not equitably apportioned among different land classes. 
In such cases the delinquency would be closely associated with 
certain kinds of land which would be disclosed only by individual 
analysis of each project. 

Question may be raised as to whether the nature of the costs 
that would be considered as fixed for an established project may 
be quite different from such costs in a new project. Costs of this 
type include land improvements (buildings, orchards, etc.), 
mortgage debt, taxes to some extent, and possibly land values. The 
results of a situation in which returns to the various factors have 
been established may not be applicable to an area where such 
returns are still flexible and essentially residual. On the other hand, 
returns to the various factors may be more closely correlated with 
type of farming than they are residual in nature. Especially valu- 
able would be historical data on projects that have failed or on 
which successive reductions in payments have been necessary. 
Appropriate examination and analysis of such data for selected 
supplemental irrigation projects should contribute materially to 
understanding of distribution of income to the factors of production 
in irrigation farming. 


RATIONING OBJECTIVES AND ALLOTMENTS, 
ILLUSTRATED WITH SUGAR DATA! 


J.J. Kaptan 
Iowa State College 


Current preoccupation with the use of a rationing mechanism 
refers to the employment of the administrative machinery of gov- 
ernment to effect the allocation among consumers of goods made 
scarce by the impact of war. Essentially, it reflects dissatisfaction 
with the expected results of such allocations if accomplished by 
the market mechanism. Left to its own devices, the market mech- 
anism will determine who will consume the available supplies by 
setting a price so high that the quantity demanded at that price is 
equal to the supply. If all per capita incomes were equal, the re- 
striction of consumption would be at the expense of the less inten- 
sive wants filled by the extra quantity previously available to the 
community, provided we assume that all members of the commu- 
nity have an equal capacity for the satisfaction of wants.” Actually, 
unequal incomes will make ability to pay a determinant in addition 
to urgency of wants in determining the incidence of the burden of 
restricted consumption. Even so, the market does not affect intra- 
family allocation. 

1. Why Do We Ration? 


Given both an inability and unwillingness on the part of the gov- 
ernment to use taxation and forced savings to drain away from con- 
sumers the means of purchasing goods to the same degree that it 
withdraws materials and men from their production, rationing 
may be introduced either to supplement or obviate the necessity 
for price control. Rationing is, in this case, a product of the combat 
against the inflationary consequences of generally rising prices with 
their attendant increased war debt, reduced acceptability of cur- 
rency, upset creditor-debtor relationships, and altered status on the 
market of consumers with incomes of divergent rigidity. 

However, effective price ceilings alone should suffice to prevent 

1 This study has been carried out under Project No. 628, Iowa Agr. Exp. Sta., 
Iowa State College, Ames, Iowa. Valuable criticisms and suggestions have been 


made at one stage or another of the analysis by Profs. T. W. Schultz, M. G. Reid, 
A. G. Hart, G. Tintner, and M. J. Bowman. 

2 Cf. Lionel Robbins, Interpersonal comparisons of utility. Economic Journal, 
XLVIII: 192, Dec. 1938. Robbins argues that such an assumption should be implicit 
in the policy determination process of a democratic society. “Political calculations 
which do not treat all men as if they were equal are morally revolting.” 


647 


648 J. J. KAPLAN 


an inflationary price spiral. In such an event, distributors may allo- 
cate their supplies arbitrarily—on a first-come-first-served basis, 
discriminating in favor of old, volume, or cash customers, etc. The 
further back from the retail level toward the primary producer the 
price fixing occurs, the more numerous will be the occasions for 
discriminatory allocations of this nature. Government must then in- 
tervene to stipulate the criteria on which the distribution at the re- 
tail level should be based if the sense of equity of the community is 
violated by the results of the arbitrary allocation forced on private 
business by the imposition of the price ceiling. 

Yet even if there were no danger of a general inflation, the use of 
an administrative rationing mechanism during war-time might be 
dictated by a general sentiment that income status should not 
prejudice one’s right to essential goods made scarce by the war. If 
there were complete equality of income, awarding consumers equal 
rations of a suddenly severely limited supply of some commodity 
would yield consumers no benefits that would not better be 
achieved by the price system.’ Furthermore, people are apt to be 
much more sensitive to restrictions on available supplies of con- 
sumers goods during war-time, and particularly is this likely to be 
true in the case of the more common foodstuffs. Shortages are ex- 
pected as a result of previous war experience, and indications of 
their approach are watched. The result is not only private hoarding 
and consequent aggravation of the shortage situation, but also a 
demand for rationing in order to prevent both the hoarding and the 
inequitable distribution. 

Still another possible motive for rationing may be a desire to use 
the food supply as an indirect means of production to be used to 
maximize the efficiency of that part of the population directly en- 
gaged in producing war materials. This has been a very important 
criterion in the German rationing system, but it has played a much 
lesser role in democratic communities precisely because its extreme 
use by the Nazis does violate democratic conceptions of equity. 
Nevertheless, we do expect the food needs of civilians to be subor- 
dinated to those of the military forces, and there may be a good 
case for some weighting of needs in order to assure armament work- 
ers enough food to keep their working efficiency at a peak. 


3 Cf. J. J. Pollak, Rationing of purchasing power to restrict consumption. 
Economica, VIII: 31, Aug., 1941, p. 224. 
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2. Alternatives in Rationing Objectives 


Our analysis of the motives behind administrative rationing of 
foodstuffs in war-time leads, then, to the conclusion that the basic 
objective is the equitable distribution among consumers of food 
supplies made scarce relative to consumer demand by the exigen- 
cies of war, tempered by the desire to maximize the work capacity 
of laborers engaged in armament production. Yet if we are to evalu- 
ate rationing policies in such terms we must make specific the sense 
of the community as to what does constitute “equitable distribu- 
tion.”” Moreover, the attempt to devise an equitable rationing 
mechanism requires a reconciliation of alternatives, not only as re- 
spects the definition of equity but also as respects the conflict be- 
tween greater equity and simplicity of administrative design. 


a. Administrative Simplicity vs. Increased Equity 


With administrative ability one of our scarcest resources in the 
war effort, the cost of achieving a more equitable rationing system 
is not to be dismissed lightly in evaluating alternative techniques 
and criteria for allotting rations. 

The more closely we attempt to make the individual allotments 
approximate our conception of equity, the more complicated the 
administrative system will become. To use a reductio ad absurdum, 
the most equitable allotment system might involve examining each 
consumer and basing his food ration on his particular status relative 
to the predetermined standard of equity. 

Our first sugar rationing in January, 1942, took the form of for- 
bidding purchases and stocks of dealers to exceed the quantities 
they bought or carried in 1940. In February and March they were 
limited to 80 per cent of their use or resale during the same months 
of 1941. The Patman small business committee hearings brought 
forth charges of bootlegging, pressure by wholesalers to force sales 
of other commodities when selling sugar, and inability of special 
retail outlets such as drug stores to get needed supplies.* A Febru- 
ary War Production Board order directed sugar dealers not to 
“favor purchasers who purchase other products nor to discriminate 
against purchasers who do not purchase other products.” The pres- 
ent technique of assigning per capita allotments to ultimate con- 
sumers and employing governmental compulsion to enforce those 


* Reported in Sugar, Apr., 1942, p. 17. 
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allotments is a much more expensive one than this initial scheme of 
rationing at the wholesale distributor level, but apparently the ex- 
pected increased equity of distribution is deemed worth the addi- 
tional cost. Canada is attempting to get similar allocation among 
consumers at lesser cost by informing the public of the amount to 
which each person is entitled and trusting to patriotic appeal and 
social pressure to enforce the allotments. 


b. Different Interpretations of Equity 


Equitable allocation might be interpreted as: 
a. Equal per capita rations 
i. equal consumption of each commodity by all members of 
the community 
ii. equal rights to consumer goods, irrespective of income 
status 
b. Proportionate reduction of the consumption of all members of 
the community from prewar levels 
c. Use of a need criterion 
i. rations adjusted to physiological requirements 
ii. greater weight to needs of individuals engaged in war in- 
dustries 


3. Evaluating Objectives in Determining Rations 


Having decided to embark on a program of assigning to indi- 
viduals allotments of specific commodities, we must develop those 
criteria for determining rations which conform most closely to our 
objectives. We must analyze the various possible interpretations of 
“equitable allocation” given above in order that we may accept or 
reject each one in part or in its entirety, and so determine the most 
desirable complex of criteria, conditioned by the need to minimize 
administrative complexities. 

I shall proceed to reconcile these various objectives of rationing 
on the assumption that we want so to distribute our supplies of 
consumer goods as to maximize the satisfactions derived there- 
from, insofar as this is consistent with a desire to keep the efficiency 
of workers in war industries at a maximum. 

Any consideration of the impact of different systems of allotting 
rations of specific foodstuffs requires taking cognizance of the rela- 
tionships between different commodities in consumers’ budgets. A 
given change in the consumption of a commodity imposed by the 
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rationing system on different individuals will have divergent conse- 
quences, depending on the quantity of that commodity previously 
consumed by each, the quantities of substitute and complementary 
commodities previously consumed by each, their relative savings, 
the relative marginal rates of substitution for the different individ- 
uals between the commodity and its substitutes, and the relative 
availability of substitutes. These factors will vary somewhat for 
every individual, but we can isolate certain elements which should 
cause divergent consumption patterns among broad groups of peo- 
ple and attempt to adjust our rationing system to take care of these 
major elements of non-homogeneity among individuals as respects 
their reaction to rationing of any particular foodstuff. These ele- 
ments are (1) geographical area (2) type of community—large 
cities, medium-sized and small cities, villages, farms (3) income (4) 
family size (5) physical characteristics of the individuals such as 
weight, age, sex, activity. 


a. Equal Per Capita Rations 


Because there are such elements of heterogeneity in the consump- 
tion patterns of different groups of individuals, the establishment of 
equal per capita rations for specific commodities is very likely not 
to result in maximization of utilities derived from the available sup- 
plies of consumer goods, even on the assumption of equal capacity 
for satisfaction of wants of individuals of similar physiological sta- 
tus. 

The establishment of equal per capita rations for groups of com- 
modities, such as for the food group as a whole or for a group of 
foodstuffs closely related in consumer budgets, would be much 
preferable to separate rations of individual commodities. This 
would, of course, introduce the problem of finding a common de- 
nominator for combining the various items included in a given ra- 
tion. This might be solved by assigning weights based on relative 
scarcity of quantities of resources involved in each commodity, or 
by fixing the ration in money terms and letting their relative prices 
serve as weights.* Such allotments would probably make adequate 
allowance for the heterogeneity resulting from differences in taste 


5 Cf. J. H. Richardson, Consumer rationing in Great Britain. Canadian Journal 
of Political and Economic Science, VIII: 1, Feb., 1942. V. Abramson and C. F. 
Phillips, The rationing of consumer goods. Journal of Business of the University 
of Chicago, XV: 1, Jan., 1942. J. J. Pollak, ibid. 
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and in relative availability of different commodities in different 
types of communities and in different geographic areas. 

The allocation of an equal number of ration coupons to all people 
does not allocate equal power to purchase those rations, and low- 
income families may well be unable to make these purchases. This 
may make possible larger rations for those with sufficient incomes 
than would be indicated by the supply per capita available for 
consumption.® However, if the rations as determined represent the 
sense of equity of the community as to how the available supply 
should be allocated among its members, the inability of some peo- 
ple to purchase their ration means a distortion of this equitable 
pattern. Some subsidization of low income consumption to ensure 
the ability to purchase rations, especially of essential foodstuffs, 
would seem to be a logical accompaniment of a sound rationing pro- 
gram. 

We would expect larger families to consume less per capita of any 
commodity than smaller ones with identical incomes, except per- 
haps in case of those few commodities which are so-called “‘inferior 
goods.” This is simply to say that the income level which it is 
deemed essential to subsidize should be fixed so as to take into ac- 
count the number of people who have to be supported by that fam- 
ily income. Moreover, this means that assigning equal per capita 
rations will result in larger families not having to restrict their con- 
sumption as much as smaller ones. 

Objection might be made to assigning to children under 12 years 
of age rations equal to those of adults, since such children require 
less food in calorie terms than adults, though more of certain food 
items such as milk. However, it may be a valid public purpose to 
minimize the impact of the war on the nation’s children, and allow- 
ing them rights to as much food as adults may simply be a way to 
minimize restrictions on their food consumption even in the face of a 
national shortage. It must be remembered, nevertheless, that the 
rations of individuals are pooled into family rations, and the man- 
ner in which the family ration is divided up among the various 
members of the family will probably have little relationship to the 
proportion of the family allotment contributed by each member. 
Still, this does make it possible for families to maintain the food 
consumption of their children at pre-war or nearly pre-war levels 
without unduly penalizing the adult members of such families. 


6 Cf. Rutherford and Rutherford, The Consumption and Rationing of Meat and 
Cheese. Oxford Economic Studies, No. V, 1941. 
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b. Proportionate Restriction 


' The idea that proportionate reduction in the consumption of all 
people is identical with equalizing the burden on all people is an old 
fallacy in economic thinking. It would be true if income were 
equally distributed, and it would have some validity if there were 
no minimum below which consumption should not be allowed to 
fall. An unequal pattern of food consumption tenable at a high 
level may be insupportable at a lower level of consumption, where 
the poorer members are below minimum standards and the wealthy 
are still somewhat above it. 

Furthermore, proportionate restriction of single commodities 
can have widely different results even among persons of equivalent 
real incomes, because their different habit patterns may have 
created substantially divergent marginal rates of substitution be- 
tween the commodity and its substitutes. 

We have already noted that proportionate restrictions as among 
adults and children may be quite undesirable. The final blow to any 
proposal of proportionate restriction of the consumption of different 
individuals is the gigantic administrative problem that would be 
entailed in first determining the pre-war consumption of each in- 
dividual or family and then assigning its ration accordingly. 


c. Use of a Need Criterion 


The use of a criterion of the nutritive requirements of the indi- 
vidual as the basis of assigning allotments is also open to the same 
criticism of entailing a tremendous administrative task. Needs of 
individuals vary with age, size, sex, activity, and state of health. 
Probably the assumption that the needs of all individuals are iden- 
tical is, however, a satisfactory first approximation. However, be- 
cause need differences do exist, especially as among healthy and ill 
individuals, provision should be made for establishing local boards 
with additional rations to be distributed among people who bear a 
physician’s endorsement of their exceptional physical requirement 
of additional allotments. 

Again, it must be pointed out that only in unusual cases are in- 
dividuals unable to dispense entirely with any single foodstuff with- 
out ill effects on their well-being. The relative availability of sub- 
stitutes is of the utmost importance. It is also noteworthy that it 
is possible to provide an adequate diet at different cost levels and 


also with different margins of safety above minimum needs of 
essential nutrients. 
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Degree of activity is an important factor in determining need 
variations among individuals for any particular nutrient, and an 
inadequate supply of some nutrients is quite capable of seriously 
diminishing one’s working efficiency though perhaps not of severely 
impairing health except over a very long period of time. In the case 
of such commodities, a plan whereby extra ration coupons would 
be distributed to employers of war labor on the basis of the number 
of workers they had in exceptionally strenuous occupations seems 
to be practical with a minimum of administrative difficulty. Such 
employers could get their coupons from the local rationing board, 
perhaps with the requirement that their applications be certified 
by the W.P.B. office which awarded their contract. 


4. Determining Sugar Rations 


The preceding considerations can best be concretized by examin- 
ing the impact on consumption patterns of rationing a given com- 
modity. We shall use data on sugar consumption for illustrative 
purposes not only because sugar is the first foodstuff to be rationed 
at the consumer level in the present war, but also because many of 
the problems of determining equitable rations are at a minimum in 
the case of sugar.’ Product differentiation is probably as unimpor- 
tant in the case of sugar as for any foodstuff, and the commodity is 
generally consumed among all classes of the population. 

Another reason for using sugar as our illustration lies in the ex- 
istence of considerable data on consumption made available by the 
Consumer Purchases Study of 1935-36. Both average retail prices 
and supplies of sugar available for distribution have fluctuated so 
little between 1936 and 1940 that it is reasonable to assume that 
the pattern of sugar consumption up to the beginning of the defense 
program was essentially the same as that indicated by the 1935-36 
data. The average retail price of sugar per pound ranged between 
5.5 and 5.7 cents in 1936 and between 5.1 and 5.4 cents in 1940, 
while supplies of raw sugar available for consumption per capita 
went from 102.1 in 1936 to 96.4 in 1938 and 107.9 in 1939.° 


7 Cf. J. H. Richardson, ibid. Richardson points to sugar as the simplest type of 
commodity for which to establish allotments. However, his assertion that equal per 
capita rations can be regarded as satisfactory is founded on an unsophisticated con- 
cept of product differentiation. Bought cakes are a substitute for granulated sugar 
in the budgets of different consumers and must be regarded from the economic point 
of view as a different “quality” of sugar. 

*U.S.D.A. Agricultural Statistics, 1941, 
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2. AVERAGE QuANTITY oF SuGAR CONSUMED PER HovUsEHOLD PER WEEK 
BY IncomE, Famity AND REGION, URBAN Famiuies, 1936 
(Pounps) 


West 
N. Eng. South- | central South- 


entra ite west |Negroes 
Income & Type Large & Large & — meg . Large &|Large & 
ities Cities Cities Cities | Cities 


2 4 5 


7,500 and over 


Types 4 and 5 

$ OO 500 
500— 999 

1,000-1, 499 

1, 500-1, 999 

2, 000-2, 999 

000-3, 999 

4, 000-4, 999 

5, 000-7, 499 

7,500 and over 


Types 6 and 7 
$500— $999 
1,000-1, 499 
1,500-1,999 
2, 000-2, 999 
3, 000-3, 999 
4, 000-4, 999 
5, 000-7, 499 
7,500 and over 


WH WAAOARS 


Source: Consumer Purchases Study, Bureau of Labor Statistics, Bull. No. 648. 
Computed from Tables 4 and 5. 


1 6 7 
Type 1 
$ O- $500 2.3 
500— 999 2.5 1.7 3.2 2.4 2.6 3.2 
1,000-1, 499 28 | 32 | 3.5 | @8 | 32 | 3.7 
1, 500-1, 999 27 142 | 36 | 2.7 | 2.7 | 4.6 
2, 000-2 , 999 2.7 3.2 3.3 2.6 2.3 4.5 
3, 000-3 , 999 2.9 3.1 3.9 2.6 2.2 
4 ,000—4 , 999 2.9 2.9 2.6 1.8 
5 000-7 , 499 2.6 3.1 2.5 2.5 
7,500 and over 
Types 2 and 3 
$ OO 500 3.1 
500— 999 3.2 3.8 3.7 2.8 3.9 3.8 
1,000—1 , 499 3.4 3.7 4.1 3.4 3.1 4.4 
1, 500-1 , 999 3.4 3.8 4.2 3.6 3.3 4.1 
2 ,000-2 , 999 3.6 3.8 4.6 3.6 3.5 3.9 
3 ,000-3 , 999 2.8 3.4 4.6 3.0 3.2 
4, 000-4 , 999 4.7 5.7 2.4 2.2 
5, 000-7 , 499 6.1 5.6 3.2 3.9 
3.6 
3.6 4.5 4.1 3.4 5.4 4.3 
4.4 4.5 4.6 4.4 4.5 4.4 
4.4 5.2 5.1 4.0 4.3 4.9 
4.6 5.7 5.1 4.3 4.1 5.9 
4.4 3.3 5.8 4.0 3.8 5.3 
- 4.6 5.3 2.6 4.7 
2.6 6.2 3.6 4.9 
6.1 4.4 4.2 
5.5 6.0 4.5 
5.9 7.9 4.9 
5.5 6.0 
7.4 5.8 
4.0 
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Before proceeding to analyze the pattern of sugar consumption 
in this country, we should note its role. It is not an essential element 
in the human body, providing neither vitamins, proteins, nor min- 
erals. It is, however, a relatively inexpensive and concentrated 
source of calories, and for many people its addition to a large num- 
ber of foodstuffs greatly increases their palatability. Calories are, 
of course, provided by most foods in various quantities, and the 
quantity of sugar required to provide energy will depend essentially 
on the character of the rest of the diet. So long as alternative inex- 
pensive sources of calories are available, inequities in the sugar ra- 
tioning process will not be too important, except perhaps from the 
point of view of morale. 

Table 1 presents average quantities of sugar consumed per family 
per week by income and region for both urban and farm house- 
holds. Tables 2 and 3 provide data with families classified by type. 
Type 1 families include two people, types 2 and 3 include 3-4 people, 
types 4 and 5 consist of 3-6 persons, and types 6 and 7 consist of 5-8 
individuals. All types have various specifications as to age and sex 
composition of their individuals. 


a. Variation of Consumption by Geographic Areas 


Apparently habits and environment vary sufficiently among dif- 
ferent sections of the country to create significant differences in 
quantities of sugar purchased. Table 2 reveals that white urban 
consumers in the southeast and in northern small cities are heavier 
consumers of sugar than those of other areas, and that New York 
and Chicago people are the highest consumers of all. The consump- 
tion of sugar in an area probably depends essentially on the con- 
sumption of certain complementary foodstuffs which are habitually 
sweetened with sugar (e.g. coffee, tea), and on the extent to which 
pastries and desserts are bought in prepared form with sugar al- 
ready added. Obviously equal rations in all areas will force a lesser 
readjustment of previous consumption patterns in those areas 
which had been accustomed to consume least sugar. Still, New York 
and Chicago families did purchase more store cakes, more pounds 
of candy, and more canned fruit than families in other areas.® These 
products all require considerable quantities of sugar, and all indus- 
trial users of sugar are being rationed after May 5 at 70 per cent 


* Bureau of Labor Statistics, Family expenditures in selected cities, 1935-36, Vol. 
Il, Bul. No. 648, table 5. 
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8. AVERAGE QuanTITy oF SuGAR CoNSUMED PER HOUSEHOLD PER WEEK 
BY Incomes, Famity Tyrr, AND Recion, Farm Famiuies, Mar.-Nov., 
1936 (Pounps) 


Income and Type 


N. Eng- 
land, 
Middle 
Atlantic, 
and N. 
Central 


Plains, 
Mountain, 
an 
Pacific 
States 


Southeast 
States 
White 


Southeast 
States, 
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Share- 

croppers 


Southeast 
States 
Negroes 


States 


Type 1 

$ O- 499 

500— 999 
1,000-1, 499 
1, 500-1 , 999 
2, 000-2 , 999 
3 ,000—4 999 
5,000 and over 
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Types 2 and 3 

$ O- 499 

500— 999 
1,000-1, 499 
1, 500-1, 999 
2, 000-2 , 999 
3, 000-4 , 999 
5,000 and over 
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Types 4 and 5 
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500-— 999 
1,000-1,499 
1, 500-1, 999 
2, 000-2, 999 
3, 000-4 999 
5,000 and over 


Or Or Sr Or 
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Types 6 and 7 
$ O 499 
500— 999 
1,000-1 , 499 
1,500-1,999 
2,000-2, 999 
3 000-4, 999 
5,000 and over 


Source: Consumer Purchases Study, U.S.D.A. Misc. Publ. No. 405, Table 50. 


of their purchases in the corresponding months of last year. If 
consumption of sugar purchased in prepared or manufactured form 
is restricted at the same rate as consumption of household sugar, 
part of the discrepancy in the burden placed on different urban 
areas by the equal per capita rationing of sugar will be reduced. A 
failure to ration on the consumer level these products which use 


3.4 2.9 
3.3 2.7 
3.3 3.1 
4.4 3.2 
3.2 
4.0 3.4 
3.9 3.1 
4.2 3.8 
4.2 4.0 
4.2 3.5 
4.1 
5.0 4.0 
4.5 3.3 
4.8 4.4 
5.4 4.2 
6.2 4.2 
4.0 
4.7 4.0 
4.0 3.3 
4.6 4.2 
5.1 5.0 
5.8 5.5 
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sugar and bear a competitive relationship to sugar purchases in 
consumer budgets must lead either to market allocation via higher 


prices, or to rationing by manufacturers or other private distribut- 


ing agencies. Application of the same standard of equity would re- 
quire that rationing of sugar to consumers be accompanied by ra- 
tioning on the consumer level of sugar products and also of sugar 
substitutes, the supplies of which cannot or should not be expanded 
by higher prices. 

Moreover, establishing separate equal rations for each of the re- 
lated products will tend to balance burdens of different groups only 
when there is substantial consumption of all the products by all the 
people involved, and when the variations in proportions of the 
commodities consumed by the different groups is not too great. The 
lesser restriction of granulated sugar consumption of metropolitan 
consumers would be partially compensated for by the fact that 
consumers in other urban areas have to reduce their consumption of 
sugar products less than people in the metropolitan areas. This is 
on the assumption that equal per capita rations are assigned for the 
sugar products as well as for granulated sugar. Probably consumer 
satisfaction could be further increased by something closer to main- 
tenance of the present proportions between sugar and its products 
for all classes of consumers. This would probably involve a single 
ration for all those commodities, assigning a weight to each, and 
then allowing free consumer choice among the items."° 


b. Urban-Farm Variations 


The most notable feature of Table 1 is that for each income class 
in each region the rural household consumed at least as much sugar 
as the urban household and usually much more. This is to be ex- 
plained partly in terms of the much greater canning, preserving and 
baking done in rural households." The discrepancy between rural 
and urban households is least in the Southeast and virtually disap- 
pears for Southeastern Negroes. It is precisely among these rural 
families that home canning and preserving is at a minimum. Mani- 
festly, unless farm families receive differential allowances based on 


_ See supra p. 7. The problems involved in determining weights and in transfer- 
ring stamps in suitable denominations from consumer to retailer as purchases are 
made are being subjected to further investigation. 

_ ™ Comparison of Tables 2 and 3 does not warrant the conclusion that larger fami- 
lies alone account for the greater sugar consumption of farm families. 
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the habitual amount of canning, preserving, and baking that they 
do, they will probably be driven to consumption of these products 
in prepared form. The amount of substitution of this nature that 
would occur is beyond the scope of this investigation, but even if a 
net decrease in the amount of sugar consumed resulted, the in- 
creased demand for canned goods would be most unfortunate now 
that our Far Eastern source of tin supplies has been cut off. At any 
rate, equal rations of sugar per household would manifestly re- 
quire a greater readjustment of present consumption patterns by 
rural than by urban families in the same region and income group. 
The very substantial divergence in the proportion of sugar to sugar 
products between urban and farm communities means that ration- 
ing both will not have appreciable compensating effects. A ration 
entitling farmers to purchase prepared desserts and store cakes, 
which they have not hitherto been accustomed to consume, will be 
but slight recompense for the tremendous restrictions that would 
be placed on their home baking and canning if they are rationed no 
larger quantities of sugar than their urban fellow citizens. The re- 
sult may be a substantial reduction in real farm income. Urban 
consumers might well prefer to accept lower sugar rations and have 
larger quantities of prepared desserts available, allowing farmers 
to continue their home preserving. 

There are other elements to be considered in this situation. Ab- 
sence of sugar for preserving purposes may result in physical waste 
of fruits, berries, and vegetables on farms whose production is not 
large enough to make marketing worth while. Even if they do sell 
to canneries which have industrial allotments of sugar, valuable 
tin resources may be used up that would have been saved had the 
preserving been done on the farm. A desire to prevent the disloca- 
tion of factors may induce lesser restrictions on industrial users of 
sugar than on direct consumers. On the other hand, a desire to free 
labor resources now engaged in the manufacture of soft drinks, 
pastries, etc., would lead to greater restriction on industrial sugar 
consumers than on direct consumers. 

By assigning a ration for sugar and sugar products, leaving the 
consumer to select from among the various commodities involved, 
the problem of allotting farm families enough sugar to do their usual 
preserving of home-grown foods could probably be solved with less 
administrative effort and to the greater satisfaction of all con- 
cerned than under the present system of having home canners ap- 
pear individually before local boards to request extra sugar rations. 
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c. Income Variations 


All three tables indicate that income is not a very important fac- 
tor affecting sugar consumption, though the data probably do not 
warrant a definitive statement in this respect. Very little reliance 
should be placed on the top income average in each area, because 
it is based on relatively few cases and their representativeness is 
questionable. The rural study excludes farmers who were not na- 
tive white, who were on relief, or who had not operated the particu- 
lar farm on which they were interviewed throughout the preceding 
year. The urban study excludes relief families and those with in- 
comes below $500 a year. 

Still the data do indicate some increase in sugar consumption 
with increased income at the lower income levels. The absence of 
satisfactory intercommunity cost-of-living indices, which could be 
used to deflate money incomes, makes it difficult to determine the 
income level in all areas at which consumption ceases to be seri- 
ously influenced by income, but $1000 appears to be about right 
for types 1-3. The total cost to the lowest income group in Table 1 
of consuming as much sugar as the highest income group would 
have been slight,” though the cost of the complementary foodstuffs 
may be the essential deterrent to increased sugar consumption of 
low income groups. The tendency for consumption to increase with 
income at low income levels is more pronounced for farm than for 


urban families, and more pronounced for large than for smaller 
family types. 


d. Variations in Family Size 


Tables 2 and 8 indicate quite clearly that expenditures on sugar 
by a family in a given community with a given income does not in- 
crease proportionately with the size of the family. It does increase, 
however, so that the summarized presentation of Table 1 probably 
conceals a factor which is much more important than income in ex- 
plaining variations in sugar consumption." Not only is the range of 
variation greater from the average consumption of the smallest to 
the largest type family than from the lowest to the highest income 


® At about 5.5 cents per pound, it would have cost less than 10 cents more per 
week to obtain for the average family at the lowest income level as much sugar as 
was consumed on the average at the highest income level. 

* An analysis of variance of family sugar expenditure in New York and Chicago 
classified by family type and income resulted in a variance among types over 11 
times as great as that among income groups. 
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group, but the range of variation from type to type is also greater 
than the variation by income within each type. 

The net result is that an equal per capita ration partially counter- 
acts the effect of income in forcing larger families to reduce their per 
capita consumption below that of smaller families with equivalent 
incomes. 


e. Variations in Needs 


Table 4 gives quantities of sugar recommended for people with 
different food requirements at four different levels of nutritive 
cost and content. Sugar requirements increase with calorie re- 
quirements, but the increase is not necessarily proportional. Pre- 
sumably, for all classes, substantial reduction and perhaps total 


Tase 4. APPROXIMATE YEARLY QUANTITIES OF SUGAR NEEDED BY PERSONS OF 
Dirrerent Acg, Sex, anp Activity at 4 Dietary Levets (Pounps)— 
CaLorre REQUIREMENTS 


Restricted, 
Emer- 


Adequate, |Adequate, Daily 


gency 
Diet 


Minimum 
Cost 
Diet 


Moderate 
Cost 
Diet 


Liberal 
Diet 


Calorie 
Require- 
ments 


Child under 4 yrs. 8 5 | 


Boy 4-6 yrs. 
Girl 4~7 yrs. 


Boy 7-8 yrs. } 
Girl 8-10 yrs. 


1200 


20 12 15 1600 


30 25 30 2000 


Boy 9-10 yrs. \ 
Girl 11-13 yrs. 


40 35 40 2500 


2500 


45 2800 


women; boy 11-12 yrs. 40 45 


Moderately active 
Girl over 13 yrs. 
3000 


Very active woman } 
3200 


Active boy 13-15 yrs. 


Active boy over 15 yrs. 
Man—moderately active 
Man—very active 
Sedentary man 
Woman—pregnant 
Woman—lactating 


3800 
3000 
4500 
2500 
2500 
3000 


Source: Stiebeling and Ward, Diets at Four Levels of Nutritive Content and Cost, 
U.S.D.A. circular No. 296. Nov., 1933. 

Calorie Requirements from Committee on Food and Nutrition of the National 
Research Council Recommended Dietary Allowances, May, 1941 


= 
FF 
— 70 55 115 115 

70 60 75 75 

80 65 115 115 - 
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elimination of sugar would be possible without injurious nutritional 
effects by providing the calories derived from sugar with other 
foods of highly concentrated calorie value (e.g., wheat and grain 
products, potatoes, fats). 

The diets from which these sugar requirements have been taken 
roughly represent optimal diets at different levels of food expendi- 
ture. It is noteworthy that the relationship between sugar consump- 
tion and income is hardly a straight line with positive slope. Ignor- 
ing the emergency diet which represents a sacrifice of nutritional 
needs temporarily to satisfy energy requirements, there is a really 
sharp increase in recommended sugar consumption at higher in- 
come levels only for very active types of individuals. 

Activity appears to be of prime importance in determining dif- 
ferent calorie and so different sugar needs of adults. Table 4 indi- 
cates that a man whose occupation involves a great deal of activity 
requires 33 per cent more calories than a moderately active man, 
and it is suggested that a substantial part of this be filled by in- 
creased sugar consumption. Failure to provide our key workers 
with their calorie requirements must inevitably impair their ca- 
pacity for work, and in a relatively short period. Extra rations to 
laborers engaged in armament production as suggested earlier“ may 
well be appropriate in the case of sugar. 


5. Conclusions 


The principal conclusions suggested by the foregoing analysis 
may be summarized as follows: 


With respect to rationing foodstuffs in general: 


1. Rationing groups of related commodities is apt to yield more 
satisfactory results than rationing these items individually, 
while at the same time eliminating considerable administra- 
tive difficulties connected with adjusting rations of special 
groups of people. 

. An equitable rationing system may have to be accompanied 
by some form of subsidization of low income families to enable 
them to purchase the assigned rations. 

. Assigning the same rations to children as to adults may be 
justified as a means of protecting our children from the depri- 
vation that war may force on the adult population. 


4 Supra p. 655. 
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4. Local boards should be empowered to allot extra rations to in- 
dividuals upon physician’s orders. 

5. Extra allotments should be available to war workers where 
essential to maintain their working efficiency. 


With respect to sugar rationing: 


1. Equal per capita rations of sugar do not make adequate allow- 
ance for variations in consumption habits in different areas 
and especially as among urban and farm people. 

. The fact that groups with low sugar consumption tend to rank 
high as consumers of sugar products and vice-versa suggests 
that a more equitable rationing pattern would be achieved by 
establishing a single ration for sugar and sugar products. 

. This would not only make allowance for the different habit 
patterns of different individuals, but would also enable people 
who have done considerable home canning to continue to do 
so. 

. In the apparently remote event that the fats and oils shortage 
in conjunction with the sugar deficiency should threaten the 
satisfaction of the calorie requirements of armament workers, 
additional rations should be allotted to them. 


NOTES 


ECONOMIC ASPECTS OF ARTIFICIAL INSEMINATION 
OF COMMERCIAL DAIRY COWS* 


RTIFICIAL insemination associations for commercial dairy 
cows have been organized in a number of states during the 
past few years. Thus far this new development has not reached a 
point where it has had an appreciable economic effect on either 
producers or consumers of dairy products. However, the widespread 
interest that has been expressed and the rapid rate of expansion 
that has taken place suggest that it may become one of the impor- 
tant changes in production technique with respect to farm animals 
during the next few years. Cows were milked on 77 per cent of the 
farms of the country in 1934, so that a change in technique that 
affects the dairy industry may have far-reaching consequences. It 
is the objective of this paper to direct attention to some of the 
factors that will influence future developments and to some of the 
economic effects that may be expected in the event that this prac- 
tice is adopted by a considerable proportion of commercial dairy 
farmers. 

The practice of impregnating animals by collecting the seminal 
fluid and injecting it into the uterus is not new. It is believed that 
Arab horse breeders used this method several centuries ago, and 
experiments were conducted successfully with dogs in 1780. It 
was practiced to a limited extent in the United States with pure- 
bred animals, especially horses, during the first decade of this 
century. Laboratory demonstrations with horses were not un- 
common at midwestern agricultural colleges nearly thirty years 
ago. However, it is only during the past few years that the tech- 
nique of artificial insemination was perfected to the point where 
it could be made available generally to livestock breeders. During 
recent years it has been used by an increasing number of private 
breeders of purebred beef and dairy cattle and to a lesser extent by 
purebred breeders of sheep and hogs. However, the practice was 
not adopted by commercial farmers, except to a limited extent 
with horses, until May 1938, when the Cooperative Artificial Breed- 


ing Association No. 1, Inc., was organized at Flemington, New 
Jersey. 


Pa No. 1987, Scientific Journal Series, Minnesota Agricultural Experiment 
ion. 
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Relatively little information has been made available regarding 
this new development. Consequently it was necessary to solicit 
the cooperation of specialists working in this field. Inquiries were 
addressed to animal geneticists or dairy and animal husbandry 
specialists in each of the forty-eight states. Much of the analysis 
presented in this paper is based upon the information and opinions 
supplied by these workers. 

The replies indicate that only seven artificial insemination 
associations for commercial dairy cows were in operation in six 
states in 1938 (Table 1). By the end of 1941 the number of associa- 


TABLE 1. oF ARTIFICIAL INSEMINATION OF COMMERCIAL Datry 
Cows IN THE UNITED StaTEs, 1938-1941 


1941 


Number of states with associations 25 
Number of associations 88 
Number of herds in associations 11,655 
Number of cows in associations 105, 126 
Number of bulls in associations - 32 440 
Average number of herds per association 77 132 
Average number of cows per association 732 1,195 
Average number of cows per herd 9.5 , ; 9.0 
Average number of bulls per association 4.6 . , 5.0 
Average number of cows inseminated per bull] 160 239 


tions had increased to eighty-eight in twenty-five states. During 
this four-year period the number of cows served by these associa- 
tions increased from five thousand to over one hundred thousand. 
The latter figure represents only about 0.4 per cent of the 
25,000,000 cows two years old and over kept for milk. It is interest- 
ing to note that only about 0.4 per cent of the corn acreage har- 
vested in the twelve corn belt states was planted to hybrid seed 
corn in 1934. 

On the whole the most rapid development has taken place in 
concentrated dairy areas, although no associations were reported 
in some important dairy states and relatively few in others. About 
82 per cent of the cows registered in the artificial breeding associa- 
tions at the end of 1941 were in the states east of the Mississippi 
and north of the Ohio and Potomac rivers. Associations were in 
operation in all but three of the states in this area. On the other 
hand, active associations were reported in only nine states west 
of the Mississippi River and in only three states east of the Missis- 


1938 | 1939 | 1940 | [a 
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sippi and south of the Ohio and Potomac rivers. Wisconsin ranked 
first with 28,000 cows. New York ranked second, Maine third, 
Connecticut fourth, New Jersey fifth, Ohio sixth, and Minnesota 
seventh. 

The replies of specialists in the field indicate wide differences of 
opinion as to probable future developments. They were asked to 
estimate the proportion of commercial dairy cows in their respec- 
tive states that would ultimately be served by artificial insemina- 
tion associations. Several replied that it was too early to make a 
definite commitment, and of those who submitted estimates 
several stated that it would no doubt be necessary to revise present 
estimates in the light of subsequent developments. Estimates that 
were submitted varied from 1 or 2 per cent to 60 per cent, the 
average being only slightly over 12 per cent. With one exception 
the estimates of 12 per cent or over came from workers in important 
dairy states, and for the most part these were the states in which 
the greatest development had already taken place. This suggests 
that the new technique may be adopted by a larger proportion of 
commercial dairy farmers than many specialists now consider 
likely. 

Factors that will influence future developments include (1) the 
relative cost of the artificial and natural methods of breeding, (2) 
the relative convenience of the two methods, (3) the availability of 
proved sires, (4) the concentration of the dairy cow population, 
and (5) the attitude of dairy farmers towards herd improvement. 

Many farmers are inclined to measure the relative cost of the 
artificial and natural methods of breeding chiefly in terms of the 
cost per calf at calving time and to ignore the long-run gains from 
the improvement in the genetic make-up of the dairy herd. Over 
three-fourths of the artificial insemination associations in operation 
in 1941 charged $5.00 per cow for this service plus a $5.00 member- 
ship fee for each herd owner. With few exceptions the $5.00 service 
fee per cow covered a maximum of three services, and an additional 
charge of from $1.00 to $2.00 was made for each service thereafter. 
Based upon figures submitted by twenty-five specialists, an average 
of 1.79 services per cow were required under the artificial breeding 
system compared with 1.74 services per cow in the case of natural 
breeding. These figures suggest that the total breeding charge per 
cow, except in the relatively few cases where more than three 
services were required, was $5.00 plus a proportionate share of the 
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$5.00 herd membership fee. As the herd membership fee is not a 
recurring charge, the proportion of this fee that is chargeable to 
each cow decreases as the number of cows in the herd increases 
and also decreases with the passing of time. 

As shown in Table 1, the average number of cows served per herd 
registered in artificial breeding associations varied from 8.9 in 
1939 to 10.0 in 1940. The average for the four-year period was 
slightly under ten cows per herd. It is probable that all of the cows 
in herds registered in the artificial breeding associations were not 
served through the associations. In some cases bulls were kept on 
the farms, and some of the cows were bred in the usual manner. 
However, on ten-cow farms where all of the cows were bred arti- 
ficially, the annual breeding charge per herd owner was approxi- 
mately $50.00 plus part of the $5.00 membership fee. 

Estimates of the cost of maintaining dairy bulls on farms were 
submitted by specialists in twenty-seven states. The average of 
these estimates, which varied greatly from region to region and 
from state to state, was slightly over $95.00 per year. This repre- 
sents an average service charge of about $9.50 per cow in a ten-cow 
herd. 

The cost of natural breeding is not the same on all farms. For 
example, all dairy farmers do not keep dairy bulls. Those with few 
cows often obtain service at relatively low cost from bulls kept by 
neighbors. Furthermore, some farmers follow the practice of using 
young, untried bulls which gain in weight during the time they are 
kept in service. The gain in weight may be sufficient to cover a 
considerable part of the cost of maintenance. 

It also is possible that the artificial breeding associations may 
find that the $5.00 service fee per cow and the $5.00 membership 
fee per herd owner are not sufficient to cover the salaries, travel, 
and other expenses of competent technicians and helpers, plus the 
original cost and maintenance of proved sires and of the young 
bulls that are being proved. If it is found that receipts from existing 
fees are not sufficient to maintain the association in a strong finan- 
cial position over a period of time, it will be necessary to increase 
the service charges. 

Based upon the service charges made by most artificial insemina- 
tion associations during 1941 and upon the average of the estimates 
submitted on the cost of maintaining dairy bulls on farms, it is 
obvious that in small dairy herds the cost per calf at calving time 
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is less under the artificial insemination system than when mature 
bulls are kept and the cows bred in the natural manner. This 
advantage decreases as the size of the cow herd increases. As 
relatively small herds are common in many if not most areas, the 
reduced cost under the artificial breeding system should encourage 
increased participation in the artificial breeding program. 

The relative convenience of the two methods also will influence 
future developments. Dairy cows are subject to constant observa- 
tion, so that the heat period is readily detected. This is one reason 
why artificial breeding has been adopted more generally with dairy 
cattle than with commercial herds and flocks of beef cattle, sheep, 
and hogs. Natural breeding is a simple process where bulls are 
kept on farms. If the artificial method is to make a strong appeal to 
farmers, it is essential that this service be rendered without undue 
inconvenience. It is necessary that adequate communication 
facilities be available. In areas where farm homes are equipped 
with telephones no difficulty should be encountered on this score. 
The central headquarters can be notified without delay. The 
service should be supplied promptly by the technician in charge, 
and all farmers, regardless of the size of their herds, should receive 
equal treatment with respect to service from proved and unproved 
sires. Where adequate communication facilities are available and 
the service is rendered promptly, it would appear that the artificial 
method offers no serious problem from the standpoint of con- 
venience. It is probable that many farmers would welcome the 
opportunity to dispose of their herd sires. Barn space, yard facili- 
ties, and the time required to feed and care for the herd sires could 
be released for other purposes. Furthermore, mature dairy bulls 
often become unruly and accidents are not uncommon. 

The availability and cost of proved sires is another factor which 
will influence future developments. During recent years the United 
States Department of Agriculture in cooperation with state agri- 
cultural experiment stations has made a nation-wide search for 
superior dairy sires. These have been located through an intensive 
study of dairy herd production records. While many satisfactory 
sires have been located, it is probable that the number would be 
inadequate to satisfy the demands of a rapidly expanding artificial 
breeding program. It also would be necessary to prove young bulls 
so that adequate replacements would be available. It is evident 
that the service charge is a function of the cost of proved sires, and 
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the cost of proving young bulls as well as of the cost of maintaining 
the herd sires and the salaries, travel, and other expenses of the 
technicians and helpers. 

Most animal geneticists and dairy husbandry specialists are of 
the opinion that a concentrated dairy cow population is essential 
to the successful operation of an artificial insemination association. 
The number of cows enrolled must be sufficient to provide adequate 
revenue to maintain the association, and the cows must be located 
within a reasonable distance of the central headquarters so that 
the local technicians can render prompt service at reasonable cost 
in time and travel. The average of twenty-three estimates as to 
the minimum number of cows required in separate associations 
was 1065, and estimates of the maximum number that could be 
served by one local association varied from 1500 to 5000. As shown 
in table 1, an average of 1195 cows were served by associations in 
operation in 1941. One technician can serve 1200 to 1500 cows, so 
that additional technicians are required in the larger associations. 
The estimates suggest that the desired maximum distance for 
effective operation is less than twenty miles and the maximum 
practical distance less than thirty miles. It is apparent that the 
dairy cow population in many areas will not support the type of 
insemination association that is most common in this country at 
the present time. 

However, it is possible that large associations, or a federation 
of several local associations, embracing several counties or perhaps 
an entire state, may replace the typical local association. This 
development is now under way in Wisconsin, Minnesota, and New 
York. One association in northeastern Wisconsin serves 9000 cows 
in seven different counties. Twenty sires are kept at the central 
headquarters, and the semen is sent to six veterinarians located in 
the centers of cattle population in these counties. This type of 
organization has been so successful in Wisconsin that it is replacing 
the typical 1200-cow local association. A similar development is 
now taking place in Minnesota. Experience in New York state with 
a centralized organization suggests that semen can be sent from 
the central station to practically all parts of the state. It is believed 
that 100,000 cows may be served from central headquarters and 
that local associations, if affiliated with the central, may be 
operated successfully with as few as three hundred cows. Further 
developments along this line may make artificial insemination 
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practical in areas where the cow population is not as concentrated 
as in the leading dairy states. 

The attitude of dairy farmers towards herd improvement will 
have an important bearing upon the future of the artificial insemi- 
nation program. The possibilities of improvement through better 
breeding, feeding, and management have been demonstrated over 
a period of years. Results of breeding experiments conducted at 
various experiment stations have been reported from time to time. 
Dairy herd improvement work has been in progress throughout the 
country for many years. The failure of the average dairy farmer, 
who customarily raises his own dairy replacements, to strive for 
greater improvement in the past may have been due to the fact 
that he did not have access to or could not afford the services of a 
superior sire, to his failure to appreciate the improvement that 
could be effected through the use of a superior sire, or to the time 
that must elapse between the time cows are bred and the time pro- 
duction records of the resulting heifers can be obtained. The 
artificial insemination association removes the first limitation by 
making available the service of superior sires at reasonable cost. 
The influence of various extension agencies as well as the influence 
of the artificial breeding associations now in operation may be ex- 
pected to lead to the more general appreciation of the possibilities 
of herd improvement through the use of superior sires. This should 
stimulate increased interest in the artificial breeding program. 

A number of significant economic consequences may be expected 
to flow from an expanded artificial insemination program. These 
include: (1) a reduction in the number of bulls on farms, (2) an 
increase in the number of dairy cows on farms where herd bulls are 
no longer required, (3) the adoption of improved feeding and 
management practices, (4) an improvement in the health and 
fertility of dairy herds, (5) an improvement in the genetic make-up 
of dairy herds, and (6) regional specialization in the raising of 
dairy heifers for replacements. Most of these factors point in the 
direction of an increase in the supply of dairy products. The rate 
and extent of the increase will depend largely upon the trends in 
the number of cows enrolled in the artificial breeding program and 
in the number of other cows kept for milk. 

An effective artificial insemination association makes possible a 
sharp reduction in the number of sires required. As shown in Table 
1, the average association in operation during 1941 kept slightly 
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less than five proved sires in service for the 1195 cows enrolled, or 
one sire for every 239 cows. The estimates submitted by twenty- 
four specialists as to the number of cows that could be served in a 
year by one sire under the artificial insemination program varied 
greatly, the average being about 500. Fewer bulls are required in 
local associations where the cows are all of one breed than where 
more than one breed is involved. 

Most of the specialists were of the opinion that it would be 
necessary to test two or three young bulls to secure satisfactory 
replacements for each proved sire. According to these estimates, it 
appears that three proved sires and about six young, unproved 
bulls will need to be kept by a typical 1200-cow association, pro- 
viding all of the cows are of one breed, and a somewhat greater 
number if more than one breed is involved. The average associa- 
tion served 132 herds during 1941. 

It does not necessarily follow that 132 bulls were in service on 
these farms or that all of those in service could be replaced by the 
three proved and six young unproved bulls maintained by the 
association. It is probable that bulls were not kept on some of the 
smaller dairy farms and that more than one bull was kept on some 
of the larger farms. It also is probable that some of the cows in 
herds registered with the associations were not served artificially 
but were mated to bulls kept on the farms. However, it appears 
reasonable to conclude that the organization of a typical 1200-cow 
local association will make it possible to effect a reduction of 
80-90 per cent in the number of bulls required. As most of the dairy 
bull calves that are not required for breeding purposes are sold as 
vealers, an expanded artificial breeding program would result in 
some increase in the supply of veal. 

Dairy farmers who dispose of their herd sires will devote the 
released feed, barn and lot space, and labor to other uses. In some 
cases the released resources will be utilized by the addition of an 
extra cow in the dairy herd. If the additional cow is purchased by 
a member of a breeding association from a non-member, the output 
of milk and butterfat will be increased on the member’s farm and 
reduced on the non-member’s farm. In the short run, such a shift 
would have no effect on the total national output of dairy products 
other than that due to the kind of feed and care supplied by the 
new owner. However, in the long run it would lead to some increase 
in the number of cows on farms and hence in the total output of 
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dairy products unless it brings about a permanent change in the 
distribution among farms. 

Participation in the artificial insemination program should lead 
to the adoption of improved feeding and management practices. 
It will be necessary for each herd owner to keep production records 
so that the productivity of dams and daughters can be compared. 
These records will reveal differences between cows in the same herd 
and betwen different herds. Contacts with the technician and 
with other farmers at association meetings also will tend to bring 
approved practices forcibly to the attention of the individual 
members. The adoption of improved practices would result in an 
increase in output of dairy products, and this influence will be felt 
over the short run as well as over the long run when the genetic 
composition of the herd is being improved through the continued 
use of superior sires. 

Artificial insemination associations, under the direction of 
qualified technicians, should bring about an improvement in the 
health and fertility of dairy herds. Many diseases to which dairy 
animals are subject can be controlled more effectively if the animals 
receive the regular attention of trained veterinarians. The spread 
of disease through natural breeding would be checked. Shy breeders 
often respond to proper treatment. An improvement in the health 
and fertility of dairy herds would result in an increase in the output 
of dairy products through more efficient use of the available feed 
and labor. It also would reduce the cost of raising or buying replace- 
ments by prolonging the productive period of dairy cows and sup- 
perior sires. 

The most important economic effect of the artificial breeding 
program will flow out of an improvement in the genetic make-up 
of dairy herds which results. To obtain information on the extent 
of improvement, the specialists were asked to estimate the percent- 
age increase that might be expected if the average run of com- 
mercial dairy cows in their respective states were mated to proved 
sires and if succeeding generation heifers also were mated to 
proved sires. Several replied that sufficient data were not available 
to enable them to make worthwhile estimates. Others stated that 
the extent of the improvement would depend largely upon the 
foundation cows, that heifers from the average run of cows would 
show a marked increase in productivity but that relatively little 
increase could be expected in the case of cows with butterfat 
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records of 300 pounds or over, and that it would be increasingly 
difficult to maintain productivity as the dams approached 400 
pounds butterfat. The average of the estimates submitted indi- 
cates a probable increase of 21 per cent in first generation heifers 
sired by proved sires and out of the common run of dairy cows; 10 
per cent increase for second generation heifers; 5 per cent increase 
for third generation heifers; and over 2 per cent increase for fourth 
and succeeding generation heifers. An increase of 38 per cent is 
about twice the increase that can be obtained from the strains of 
hybrid seed corn now available, and the adoption of hybrid seed 
by commercial corn growers swept over the corn belt at a rapid 
rate during the latter half of the 1930’s.! It also is about three 
times the increase in productivity that can be obtained from the 
crossing of existing breeds of swine.? Hog salesmen at the leading 
markets estimated that the proportion of crossbred hogs received 
at these markets increased from about 45 per cent in 1931 to over 
70 per cent in 1941. 

It is not anticipated that the artificial insemination program will 
exapand as rapidly as the use of hybrid seed corn. The increased 
output due to hybrid seed is obtained within a few months after 
the seed has been planted, while the increase in productivity 
arising from the use of proved sires cannot be determined for a 
considerable period of time. From three and a half to four years 
must elapse from the time a cow is bred until the heifer completes 
her first lactation period. Furthermore, some commercial diary 
farmers follow the practice of selling all calves as vealers and of 
buying their dairy cow replacements. A much larger proportion 
sell all or most of the bull caves and some of the heifer calves as 
vealers. The benefits of increased productivity arising out of the use 
of improved sires are limited to the heifers that are retained for 
dairy herd replacements or additions and to the bull calves that are 
retained for breeding purposes. The organization and operation of 
an artificial insemination association also call for cooperation 
among farmers and a cooperative attitude on the part of officers 
and technicians in charge. 

Some of the cows in herds owned by members of the artificial 


1 A. A. Dowell and O. B. Jesness, “Economic aspects of hybrid corn,” Jour. Farm 
Econ., Vol. XXI, No. 2, May 1939, pp. 479-488. 

2 L. M. Winters, O. M. Kiser, P. S. Jordan, and W. H. Peters, “A six years’ study 
of cross breeding swine.” Minn. Agr. Expt. Sta. Bull. 320, 1935. 


Notes 675 


insemination associations would need to be mated to the young 
bulls that are being proved, and the heifers sired by these bulls 
would not be as productive on the average as heifers sired by 
proved bulls. Each young bull should be mated to fifty cows or 
more scattered over several herds, then retired temporarily to the 
central headquarters or leased to a dairy farmer until the daughters 
have completed their first lactation period. The best of the young 
bulls would then be returned to active service in the association 
and the less desirable bulls sold for beef. 

If the estimates of increased productivity are reasonably 
accurate, it is clear that the artificial breeding program will lead 
to an increase in output of dairy products on the farms of those 
who participate. The increased productivity due to the improve- 
ment in the genetic make-up of dairy herds will reduce production 
costs. During the early stages of development the gains from 
increased productivity will accrue largely to those who adopt the 
new technique. However, if the program is adopted by a consider- 
able proportion of dairy farmers, the gains will be shared with 
consumers in the form of increased supplies and lower prices. The 
reduction in prices for dairy products would fall upon all dairy 
farmers, those who enjoy reduced costs due to increased produc- 
tivty and those who fail to improve the genetic make-up of their 
dairy herds. Thus, high cost producers would be under pressure 
to reduce costs by adopting the new technique or perhaps to seek 
alternative uses for available resources. 

Regional specialization in the raising of dairy heifers is likely to 
be stimulated if the artificial breeding program becomes general. 
There would be a tendency for a larger proportion of dairy pro- 
ducers in deficit feed areas to buy dairy herd replacements from 
areas where feed supplies are abundant. Those who cater to the 
whole milk trade, both in deficit feed areas and in city milk sheds 
near surplus feed areas, also would be inclined to dispose of calves 
at an early age and buy replacements for their dairy herds. Buyers 
would be able to purchase bred heifers in carload lots through the 
artificial breeding associations. Such purchases could be made with 
reasonable assurance that the heifers not only were free from dis- 
ease but that their genetic make-up would insure satisfactory 
production. Since artificial insemination is better suited to intensive 
dairy areas than to extensive areas, the general adoption in inten- 
Sive areas will tend toward greater concentration of dairying in 
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such areas and to increase the comparative disadvantage of other 
areas. 

Exact figures on the per cent of dairy cows that are discarded 
each year due to all causes including accidents, disease, age, or 
unsatisfactory production are not available. Estimates of specialists 
in thirty-two different states varied from 10 to 333 per cent. In 
general, the lower estimates were submitted by workers in some of 
the western and southern states, while the higher estimates were 
submitted by workers in the concentrated dairy areas. The average 
of all estimates was over 21 per cent. If it can be assumed that 
21 per cent of the 25,000,000 dairy cows of the country are dis- 
carded each year, it follows that 5,250,000 heifers are required 
each year to maintain the dairy cow population. On the basis of 
normal distribution between male and female calves and the usual 
losses from death and culling, it would be necessary for more than 
one-half of the dairy cows of the country to be included in the 
artificial breeding program if all replacements came from this 
source. However, it is probable that the proportion of dairy cows 
discarded because of disease, lack of fertility, and unsatisfactory 
production would be reduced as a result of the change in tech- 
nique. 

It is too early to reach final conclusions as to the future of the 
artificial insemination program. Consequently it is not possible at 
this time to submit worthwile estimates as to the long-run effect 
of the program on the total milk supply of the country. However, 
it seems clear that if the current rate of expansion continues over 
a period of years, it will have far-reaching consequences both to 
producers and consumers of dairy products. Some of these effects 
would be felt rather promptly, but the cumulative effects of an 
improvement in the genetic make-up of dairy herds would appear 
gradually over a period of time. This would permit the necessary 
regional and interregional adjustments to be made in an orderly 
manner. 


A. A. and L. M. Winters 
University of Minnesota 
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THE IOWA STATUTORY PROVISIONS FOR 
AUTOMATIC LEASE RENEWAL! 


N RECENT years commissions have been at work in several 

states, studying problems of farm tenancy. Their investigations 
have been followed by recommendations for legislative action 
“and State Legislatures have begun to put commissions’ findings 
into law.’ These events are indeed of good omen: they are at least 
an indication of widespread interest in the problems of tenancy 
and perhaps warrant the hope that better days might be in store 
for landless classes. 

Nothing however could work more harm to the tenant groups 
than to overestimate what has been accomplished. The significance 
of a legislative provision should be carefully studied to determine 
whether or not there is any need for further legislation. To appraise 
legislation at the time of its enactment or shortly thereafter is in- 
deed difficult. Among other items, information concerning the 
actual enforcement of the law is needed. Moreover the attitude of 
the courts in regard to the constitutionality, the interpretation and 
the application of the provision is unknown. 

With the above limitations in mind, it still appears to be the 
task of the economist and the sociologist to appraise newly enacted 
legislative provisions, to indicate their social and economic signifi- 
cance and to forecast their achievements. This paper is designed 
as an attempt to appraise a recent development in the field of farm 
tenancy legislation, namely, the recently enacted provisions of 
1939 Legislature of Iowa on the termination of farm tenancies. 

The Iowa Statutes of 1939 include the following regulations con- 
cerning the landlord-tenant relationships: 

“10159. Tenant at will—Notice to Quit. Any person in the possession of 
real estate, with the assent of the owner, is presumed to be a tenant at will 
until the contrary is shown and thirty days’ notice in writing must be given 
by either party before he can terminate such a tenancy; but when in any 
case, a rent is reserved payable at intervals of less than thirty days, the 
length of notice need not be greater than such interval. 

“10160. Termination of Farm Tenancies. In case of tenants occupying 
and cultivating farms, the notice must fix the termination of the tenancy 
to take place on the first day of March, except in the case of mere croppers, 


1 The author gratefully acknowledges the help and advice of Mr. Maurice Roth- 
berg, Department of Rural Sociology, N. C. State College. 
.* State legislation for better land use. A special report by an Interbureau Com- 
mittee of the United States Department of Agriculture, Washington, 1941, p. 45. 
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whose leases shall be held to expire when the crop is harvested; if the crop 
is corn, it shall not be later than the first day of December, unless other- 
wise agreed upon. 

10161. Agreement for Termination. Where an agreement is made fixing 
the time of termination of the tenancy, whether in writing or not, it shall 
cease at the time agreed upon without notice. In the case of farm tenants, 
except mere croppers, occupying and cultivating an acreage of forty acres 
or more, the tenancy shall continue for the following crop year upon the 
same terms and conditions as the original lease unless written notice for 
termination is given by either party to the other not later than November 
first, whereupon the tenancy shall terminate March first following; pro- 
vided, further, the tenancy shall not continue because of absence of notice 
in case there be default in the performance of the existing rental agreement. 

**10162. Notice—How Served. When a tenant cannot be found in the 
county, the notice above required may be given to any subtenant or other 
person in possession of the premises, or, if the premises be vacant, by af- 
fixing the notice to any outside door of the dwelling house thereon, or other 
building, if there be no dwelling house, or in some conspicuous position on 
the premises, if there be no building.” 


The nature of the provisions listed above is quite evident: the 
Statutes provide for automatic renewal of the lease of agricultural 
holding, when no notice is given prior to November 1 that is 
four months before the end of the lease. It is thus a measure de- 
signed to give more security to farm tenants. Some authors, how- 
ever, apparently interpret the automatic renewal clause as a 
measure directed toward the increase of stability of tenants. For 
instance, Paul V. Maris deals with this provision under the section 
“Long-term Written Leases” of his study on farm tenancy.* The 
authors of State Legislation for Better Land Use consider the Iowa 
provisions among the “legal forms encouraging tenancies of longer 
duration.” 

That the requirement of a notice, within certain limits of time, 
might bring about longer duration of tenancies, seems, indeed 
questionable. The only ways in which such a requirement might 
promote longer leases seems to be the following: (a) The landlord 
forgets to serve notice or is not aware of the legislative provisions. 
Such cases cannot be expected to occur too frequently and hardly 
twice for the same landlord. 

(b) The tenant is able to prove that he has not received a notice. 
This would hardly be possible under 10162, which provides for an 
action, that might be called in rem. 


3 P. V. Maris, Farm tenancy, Yearbook of Agriculture, 1940, p. 904. 
4 Op. cit., p. 45. 
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(c) The cost of serving the notice is so high that the landlord 
will abstain from serving it unless he expects to offset this cost by 
gaining from the assumption of new tenants. Again the provisions 
of 10162 make this event extremely improbable. 

(d) In one respect only may the new provisions for the termina- 
tion of tenancies lead to greater stability of tenants. The time 
interval between the serving of notice and the termination of 
leases, is increased from one to four months in the new Statutes. 
The tenant is thus granted more time for negotiations with the 
landlord and for finding other alternatives: his bargaining power 
is therefore enhanced. Under certain conditions the landlord might 
be expected to make allowance for the improved bargaining posi- 
tion of his tenants and be less willing to serve notice. For this 
reason, some improvement in the stability of tenant-landlord 
relationships might be expected to occur from the enactment of the 
automatic renewal clause. 

The effects of a uniform date for the termination of tenancies 
need not be considered here, since the new Statutes represent no 
improvement, in this respect, upon the already existing statutory 
provisions that fixed such a date on the first of March.® 

The nature of this legislation is then similar to those provisions 
of common law and statutes which give the ténant the right to hold 
over in lieu of emblements, when no limits are fixed for his tenure. 
Such right is granted when there is conveyance of title or when no 
notice is served prior to a certain term. 

To determine how much improvement upon the common law 
and the statutes of other states is achieved by the Iowa Statute, 
insofar as the security of tenants is concerned, the following ques- 
tions will be answered: To what kind of tenancies does the pro- 
vision apply? And then: How valuable is the clause for these types 
of tenancies? 

A study of this nature has been undertaken by the author of an 
unsigned note—Termination of Agricultural Tenancies, which 
appeared in the Jowa Law Review. The note is a valuable source of 
information as to the background of the legislation, the various 
proposals and the intentions of the commission.’ Unfortunately, 
however, it gives an interpretation of the bill which is open to many 


5 Iowa Code, 1935: 10160. 
® Termination of Agricultural Tenancies, The Iowa Law Review, Vol. 26, 366. 
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criticisms and exceptions: some of them seem so important as to 
alter, in a significant manner, the value of the provisions as 
claimed by the author. 

It should be emphasized here that legislative provisions affecting 
agricultural holdings should be separated from legislation on urban 
holdings. It is not altogether necessary to develop a special theory 
of the nature of tenure in agricultural holdings or to speak of a 
farm as being a “going concern”—referred to by the Romans as a 
taberna instructa—in order to justify this attitude. 

The following points seem to warrant a separate treatment of 
agricultural leases: 

1. The object of lease in farm tenancy is an instrument of pro- 
duction, while in urban tenancy we are mostly concerned with a 
consumption good, a residence. 

2. In deciding cases of farm tenancy, technical aspects might 
be involved, with which a court might not be familiar. Questions 
of what is the best use of land, what is deterioration of land, what 
constitutes mismanagement, etc. are more technical than legal in 
nature. 

3. Inequality of bargaining power between the parties is more 
frequent in farm leases than in urban leases. Circumstances that 
might cause unequal bargaining power in urban leases—for instance 
the overcrowding of an urban area—are also more apparent and 
have already been taken care of by legislation in several states. 

4. When urban and rural leases are dealt with under the same 
title, there is the danger of adopting regulations that might not 
be justified for both types of leases. Restrictions on the freedom of 
contracts might be justifiable under the general welfare clause for 
rural and not for urban leases. The constitutionality of the whole 
act can thus be challenged by urban interests. 

In The Iowa Statute, an attempt has been made to provide 
special regulations for farm tenancy. The attempt, however, is 
somewhat incomplete and this has resulted in a degree of obscurity. 
While there are specific provisions for farm tenancies, both classes 
of leases are dealt with under the same section. 

In regard to the various types of tenancies it should be stated 
that the provisions do not apply to tenants at will, for which only 
a thirty days’ notice is required under 10159.? The status of tenants 


7See Iowa Law Review, Vol. 26, p. 372. 
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at will is, in fact, significantly impaired since the new provisions 
offer them less protection than the 1935 Code.*® 

It is doubtful whether or not the provision applies to hold-over 
tenants: these tenants are considered in Iowa as tenants at will 
since they can be said to be “in the possession of real estate with 
the assent of the owner.”’® The author of the note on “Agricultural 
Tenancies” expresses the hope that the courts will give a different 
interpretation of the law and also extend the benefits of 10160 and 
10161 to hold-over tenants. 

It follows then that the statutory provisions of 10160 and 10161 
apply to year-to-year tenants and that, if the courts were to agree 
to a broad and new interpretation of the law, they would also be 
applicable to hold-over tenants. Our discussion will then be con- 
fined to these two groups. 

Section 10160 specifically refers to farm tenancies and requires 
that the notice fix the termination of leases on the first day of 
March, except in the case of croppers. Section 10161 concerns the 
“agreement of termination: where an agreement is made fixing the 
termination of the tenancy, whether in writing or not, it shall cease 
at the time agreed upon without notice. In the case of farm tenants 
... the tenancy shall continue for the following crop year” unless 
written notice is given. 

A question arises immediately: does the first sentence of 10161 
refer only to urban tenancies? If so, why is this clause inserted 
among provisions on farm tenancies? One might doubt whether or 
not this clause is inserted to modify 10160, that is to make 10160 
applicable only in the absence of agreements. Indeed it seems 
strange that the legislator should fix a definite term for farm ten- 
ancies, depriving the parties of the liberty of fixing other dates for 
the termination of leases. The first sentence of 10161 seems to 
restore this liberty. 

If such an interpretation be acceptable, 10160 would merely 
regulate the termination of tenancies in absence of any agreement 
thereon. When no agreement is entered in connection with the end 
of the lease, the contract is held to terminate on March 1 and the 


8 “The present Iowa statute remains unchanged with the exception that it now 
requires a notice of thirty days rather than a notice of three months to terminate 
a tenancy at will.” Jowa Law Review, Vol. 26, p. 79. 

* Towa Code 10159. See also German State Bank v. Herron, 111 Iowa 25, 82 
N.W. 430 (1900), and O’Brien v. Troxel 76 Iowa 760, 40 N.W. 704 (1888). 
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requirement of notice becomes effective. The automatic renewal 
clause will then be traceable to the provisions of common law for 
holding out in lieu of emblements and the four months’ notice might 
be considered an improvement upon the vague terms of other 
statutes. Some of the statutes, however, can be held as giving an 
approximately equal amount of time, in case of undetermined 
leases.1° 

The author of the note on Agricultural Tenancies, on the other 
hand, seems to hold the opinion that 10161, in its first part, refers 
to urban leases only. It follows then that 10160 fixes a date for the 
termination of farm tenancies, regulating them not only in the 
absence of all agreements but also when different provisions have 
been set up between the parties." 

This interpretation seems somewhat arbitrary. At first one fails 
to see how such a restriction of freedom of contracts could be 
justified. One wonders what public interest would be served by 
terminating farm leases at a specific date, for all farms in the 
state. Indeed it would not be difficult to find cases in which another 
date of termination could be more advisable. Secondly, it might be 
said that legislation on contracts is usually permissive in nature; 
it regulates contractual relations in the absence of agreements or 


when their significance is doubtful. One might at least expect the 
courts to hold 10160 as a section to be invoked when no date for 
the termination of leases is fixed or can be said to be fixed by the 
contract. 


Even if the above interpretation were accepted, it still does 
not follow that, under 10160 and 10161, the parties are prevented 
from agreeing upon a shorter period of notice or upon no notice at 
all. The note (in the Jowa Law Review) contends that courts might 
be expected to hold those agreements as not binding. It is admitted, 
though, that the lease might be terminated even without notice 
by consent of both parties.” 

The question could then be raised as to whether or not the time 
at which such a consent of the parties is obtained has any signifi- 
cance. If the parties are allowed to discontinue their relationship, 
if they so wish, even when no notice has been given, why should it 
not be legal for both parties to reach such an agreement before the 


10 N. C. Code 2347, 2354. 
1 Towa Law Review, Vol. 26, p. 376. 
2 Tbid., p. 375. 
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time fixed for the serving of notices? Carrying the case to an ex- 
treme: why should the parties not enter a binding agreement to 
do without notice or to shorten the time required for giving a 
notice? 

A court that would hold as binding an agreement to surrender 
the right to notice will have many more cases upon which to base 
its decisions than if it were to decide in the opposite sense. When 
the legislator intended that agreements which deprive a party of 
certain rights should be held as not binding, it has been the con- 
stant practice to state so in the law, just because of the permissive 
nature of legislation on contracts.* Whatever the intentions of 
the legislator, the insertion of a clause making agreements to the 
contrary not binding seems at least advisable." 

Moreover, if a different interpretation were acceptable and courts 
were thus to rely more on the spirit than on the letter of the law, 
and were to judge the question de novo, there is nothing in the 
Statutes that might prevent the landlord from giving notice even 
if he has no intention to interrupt the relationship. Figures quoted 
in the Iowa Farm Economist merely warrant the conclusion that 
more notices were served after the enactment of the legislation 
than before, but do not indicate a decrease or increase in security. 

If this is the case, one cannot expect an increase in security from 
the adoption of the automatic renewal clause. Notices will be served 
to either party independently of the intentions of the other party. 
The continuation of the lease would then be made to depend upon 
the reaching of new agreements. The serving of notices would 
become a mere formality and give no indication of the intentions 
of either one of the parties. 

Is there anything then in the automatic renewal clause which 
deserves consideration? The only features of the statutes that 
might be of some value are the fixing of a termination for unde- 
termined leases as well as the granting, for these leases, a longer 


3 For instance the N. C. Statute on “charges on advances to tenants” explicitly 
states that “no agreement or understanding between the parties shall work an 
estoppel against the person to whom supplies have been advanced” from showing 
that overcharges have been made (C.S. 2484). Similar provisions are often found in 
the statutes. 

4 The importance of making tenancy legislation mandatory rather than per- 
missive is emphasized by Marshall Harris in Legal aspects of land tenure, Jour. 
Farm Econ., Vol. XXIII, No. 1, p. 173. 

46 Towa Farm Economist, Vol. VII, No. 9, pp. 11-14. 
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period of notice than is customarily found in common law and in 
the legislative provisions of several states. This provision might be 
expected to result in a decrease of undetermined leases and in their 
conversion into leases with a fixed termination. It is also possible 
that for year-to-year leases, the courts will hold that a 4-month 
notice is required. 

According to R. Schickele, after a first year, in which notices 
were generally served “insurance companies, as well as private 
landlords, are living up to the spirit of the law quite well. In fact, 
there are one or two insurance companies which have adopted 
the policy of signing their leases already in September, more than 
a month in advance of the legal deadline.’’* It might also be hoped 
that, in line with the general opinion of farmers, legislative action 
might be taken in the future, to move the legal date for notice from 
November 1| to an earlier date. 

These accomplishments are by no means negligible but certainly 
they cannot be said to promote much more stability or to increase 
the security of tenants to any large extent. While the efforts of the 
Iowa Tenancy Commission deserve consideration, in the opinion 
of the writer the action of the Iowa Legislature has little signifi- 
cance. 

To conclude this appraisal, the automatic renewal clause cannot 
be expected to bring about improvements of a very significant 
nature. Other lines of attack, such as written leases, long-term 
cancelable leases, compensation for improvements, compensation 
for disturbance, suggest greater possibilities and are therefore to 
be recommended. Experience in England and in continental Europe 
has proved that these devices are effective contributions to the 
solution of the tenancy problem. 


Victor B. SuLLaAmM 
North Carolina State College of Agriculture 


16 Private communication. 
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PEASANT FARMING IN INDIA 


N THE rural population of India there are large underprivileged 

groups. In distress both economically and socially they are 
commonly known as “backward classes.” Their chief characteristic 
is their extreme poverty which has long been the enigma of 
those working for their relief. Helpless, the local officers often have 
to record cases of death as due to “fever” or “unknown causes” 
but it is generally considered that death due to under-nutrition is 
relatively common. 

Farm organization and rural life in the Broach District is similar 
to that of backward classes in other parts of the country. This dis- 
trict is located in western India near the Arabian Sea, 200 miles 
north from Bombay. With climate tropical, crop production de- 
pends upon the monsoon rains which normally fall during June, 
July, and August. The land is level to rolling. Chief soil types are 
black clay, suited to cotten, light muram and a very small amount 
of sandy loam. The population of 334,170 is 20.6 per cent urban and 
79.4 per cent rural. 


Land Tenure 


Farms are typically small when measured by American stand- 


ards. Of 192 farms studied by the author the largest farm had 
37} acres, the average 12.6 acres, and the smallest 2 acres; 62 per 
cent of the farms were in a group ranging from 5 to 12 acres. 
Thirty-six per cent of the land under review was farmed by the 
owners and 64 per cent by tenants. Of the land owned by the 
operators, 70.9 per cent was mortgaged. Mortgagors saw little 
hope of ever recovering it. 

Among the 192 operators, 41 owned all the land that they 
farmed, 62 were part owners, and 89 were tenants. The average 
size of farm for owners was 13.5 acres, for part owners 12.8 acres, 
and for tenants 12.0 acres. Of the land rented, 20 per cent was for 
cash and 80 per cent was on a crop share basis. Formerly crop 
share renting meant a 50-50 division. In recent years the tenant 
ig generally asked to pay one-half the land revenue also. Men who 
can afford the added risk prefer cash renting. Tenants believe it is 
less subject to rackrenting and other abuses than sharing crops. 
Recent Government policy favors renting for cash. Renting is on 
a one-year basis and a written lease is generally used. Eighty per 
cent of the farmers believe that the amount of rent paid by tenants 
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is increasing, giving as reasons tenant participation in the payment 
of revenue and additional services required by landlords. 

The farmer is handicapped by small and scattered holdings. The 
average farm even though small was scattered in four different 
places. The average distance traveled by farmers in order to reach 
their fields and return home by the shortest route was 2.9 miles. 
While farmers see the disadvantages of scattered land holdings, 
their attachment to ancestral fields makes consolidation difficult. 
In the Punjab some progress has been made in the consolidation 
of holdings by cooperative methods. Through mutual exchange, 
purchase and sale members may eventually get most of their land 
in a single block. 

The procuring of sufficient land on suitable terms probably 
constitutes their most serious problem. While the average farm 
contained 12.6 acres, according to statements of the men they 
needed at least an 18.5 acre farm unit. There are relatively no 
credit facilities available to the men in this group for buying land. 
The only source of credit they knew was the moneylender with a 
12 per cent rate of interest. 


Production of Crops 


Fifty-two per cent of all land was devoted to cotton, which 
constituted 58.8 per cent of the total income. The average yield 
of cotton was 7.4 maunds (296 lbs.) per acre, and the average in- 
come per acre was Rupees 24-12-0.! The lowest yield of cotton was 
4 maunds and the highest yield, 123 maunds. Income per acre for 
seed cotton sold was Rs. 14-8-0 and Rs. 43-10-0, respectively. 

Grain sorghum occupied 35.7 per cent of the land. The average 
yield was 15.4 maunds per acre and the value, Rs. 16-6-0. The 
highest yield was 30 maunds per acre and the lowest, 9 maunds. 
Value per acre was Rs. 30—10—-0, and Rs. 9-11-0 per acre, respec- 
tively. Pigeon peas and other legumes grown both alone and as 
mixed crops represented 7.8 per cent of all crops. 

In a general way farmers aim to follow a rotation of cotton two 
years and grain sorghum one year. The farmer often considers 
certain fields to be “cotton soil” and others “sorghum soil.” In 
such cases there is little or no rotation. On the other hand, we 
found notable examples of careful rotation, with legumes shifted 


11 Maund=40 lbs. There are 16 anna to the rupee and at normal exchange the 
rupee is worth $.30. 
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from one plot to another each year. It is significant that the Indian 
peasant had observed that a legume crop growing is helpful to 
another crop, long before soil chemists had discovered the scientific 
basis for it. 

Of the 192 farmers 93 used manure pits to a certain extent at 
least. From the 715 head of cattle on all farms 744 cartloads of 
manure were preserved and used. One farmer who pitted manure 
and trash more carefully than the others had nine cartloads for 
use on his fields. Had all done as well as he, there would have been 
in all, 3,217 cartloads of manure available. According to records 


Taste 1. AcREAGE OF DiFFERENT Crops GROWN 


— Total Percentage Total Average Yield 
P Acreage of Land Mds. Per Acre 


Cotton 1,267.5 52.1 9,445.5 7.4 Mds. 
Sorghum 868.0 35. 13 ,379.0 15.4 Mds. 
Legumes alone 45.2 a 516.0 11.5 Mds. 
Mixed crop 212.0 2,243.0 one 
Rice (alone) 9.8 . 168.0 17.0 Mds. 
with cotton 197.0 1,427.0 — 
Millet 28.0 259.0 9.25 Mds. 
Wheat 16.0 E 176.0 11.0 Mds. 
55.2 ‘ 48,000 875.0 


Hay 
Pasture and land not (bundles) (bundles) 
suited to cultivation 143.3 : — — 


kept on the Vocational Training School Farm, this amount of 
manure applied to the soil would normally have resulted in in- 
creased crop yields worth approximately Rs. 16,085-0-0. Due to 
the scarcity of wood a certain amount of manure is dried for use as 
fuel but our associates estimated that the amount of manure wasted 
exceeds the amount used as fuel. 

Several of the men had begun the use of Sann Hemp as green 
manure. We are convinced from observation and experience that 
this is at present the most hopeful solution for the problem of soil 
fertility. With an adequate use of hemp there is much less need for 
concern about the manure used as fuel. Steps for the improvement 
of crop yields are within reach of most cultivators in this class: 
(1) More adequate manuring; (2) larger acreage of legumes grown; 
(3) more thorough tillage; (4) increased attention to erosion; and 
(5) a closer balance maintained between crop production and 
livestock husbandry. The present system of farming based largely 
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on the production and sale of cotton and grain can under existing 
circumstances lead only to further soil depletion and decreases in 
crop yields. 


Livestock 


Given capital at a moderate rate of interest the farmer’s greatest 
hope lies in improving the quality of his livestock. 

Oxen are the only source of farm power. A good yoke of oxen can 
do a satisfactory job of tillage even with native implements but 
over half of the oxen for the farms under review were too weak and 
small to do satisfactory work. 


Tas_e 2. CaprraLt INVESTMENT IN LIVESTOCK FOR THE 192 Farms 


Kind of Total ’ Average Value 
Livestock Jni i Per Farm 


Oxen Rs. 98-12-0 
Cows 24- 5-0 
Buffaloes 15- 5-0 
Goats 3-14-0 
Chickens 2-15-0 

Total Rs. 27,924 Rs. 145- 3-0 


Cows are valued mainly for the oxen they may produce. Milk 
production is of secondary consideration. Due to lack of feed many 
are barren. It was common to find cows 7 to 8 years old which had 
never given birth to a calf. There is a marked deficiency of milk. 
In one backward class village having a population of 794 only 32 
pints of milk were consumed daily. This would allow about 3/4 
oz. per capita. In a survey of 320 school children in eight different 
villages, less than 2 per cent received any milk to drink. With no 
substitute for milk available the level of nutrition, especially among 
the children of this group is deplorably low. 

A notable beginning toward the improvement of draft oxen in 
the area has been made both by Government and by private agen- 
cies. Premium stud bulls are in such instances supplied to villagers 
at nominal cost for the purpose of breeding up the local herds. So 
far the efforts have been too scattered and sporadic in nature to 
permit satisfactory results. For success it will be essential for all 
agencies to coordinate their efforts and work intensively over a long 
period of time. 

The Farm Income 


In computing the farm income the farmers were grouped as op- 


a 
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34-8-0 and Rs. 29-0-0, respectively. 


For the tenant farms only two had incomes of Rs. 200-0-0 or 
more. Thirty-six had farm incomes between Rs. 25-0-0 and Rs. 
79-0-0. The economic condition of the average tenant farmer is 


little better than that of a day laborer. 


TasLe 3. Summary oF Recerpts, OperRATING EXPENSES, AND INCOME FoR 41 
OwneEr-OPERATED FARMS 


erators, part owners and tenants. Income for all farms was com- 
puted on the basis of both farm income and labor income. Due to 
the wide variation and unsettled conditions in regard to interest 
rates farm income was considered the more appropriate measure. 

As might be expected, farm income depends chiefly upon the 
size of the farm unit. In addition to money income the owner- 
operated and tenant farms contributed fuel, milk and eggs, grain 
used prior to harvest time, vegetables and tobacco worth Rs. 
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Items 


Average All 
Farms in 
Group (13.5A) 


Cash receipts 
Operating Ex. 


Inventory change 


Farm income 


Interest on investment 


Labor income 


Value of food grain stored for 
home consumption 


Average 10 Average 10 
High Income Low Income 
Farms (20.4A) | Farms (7.8A) 

Rs.As.Ps. Rs.As.Ps. 
429-10-0 112- 9-0 
211- 8-0 72-12-0 
+41- 5-0 — -12-0 
259- 7-0 39- 1-0 
246- 3-0 85- 8-0 

13- 4-0 —46- 7-0 

75- 0-0 33- 4-0 


Rs.As.Ps. 
241- 5-0 
120-15-0 
+8-10-0 
129- 0-0 
140-13-0 
—11-13-0 


42- 4-0* 


Taste 4. Summary or Recerpts, EXPENSES, AND INCOME FoR 90 


TENANT Farms 


* As far as possible, the farmer aims to set aside at threshing time a supply of 
grain for family use as food during the year. These amounts were calculated in each 
case and the value of grain set aside is shown here parallel with the farm income. 
These same amounts will be shown again in a later chapter where we give also the 
value of fuel and other articles which the farm contributes toward the family living. 


Items 


Average 10 Average 10 
High Income Low Income 
Farms (23.2A) | Farms (8.3A) 


Average All 
Farms in 
Group (12.0A) 


Cash receipts 
Operating Ex. 


Inventory change 


Farm income 


Interest on Investment 


Labor income 


Value of food grain stored for 
home consumption 


Rs.As.Ps. 
302- 8-0 
160- 3-0 

+21-15-0 

164- 4-0 
37-10-0 

126-10-0 


52-12-0 


Rs.As.Ps. 
80- 4-0 
78- 8-0 
+1-10-0 

3- 6-0 
10- 4-0 
—6-14-0 


24- 0-0 


Rs.As.Ps. 
130- 0-0 
84- 5-0 
—2-10-0 
43- 1-0 
15- 0-0 
28- 1-0 


32- 0-0 


— 
) 
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Tenant farmers depended on cotton for 75 per cent of their cash 
income, and on livestock products for only 6.5 per cent. It is gen- 
erally the land owner who insists on growing more cotton. Left to 
themselves tenants would likely develop more of a subsistence type 
of farming. 

The best managed farm consisted of 123 acres, of which 7} acres 
were owned and 5 rented for half share. Yields of cotton were 12} 
maunds per acre and of grain sorghum 26 maunds. There was a 
farm income of Rs. 223-0-0. Rs. 82-0-0 were received from the 
sale of milk and eggs. In addition to cash the farm contributed 
products worth Rs. 93-0-0 to the family living. 


Taste 5. Detaits or REcEIPtTs AND OPERATING EXPENSES FOR 89 TENANT Farms 


Average 
10 High 
Income 
Farms 


Per 
Cent 


Average 
10 Low 
Income 
Farms 


Average 
All Farms 
in 
Group 


Per 
Cent 


Sources of Income: 


Rs.As.Ps. 


Rs.As.Ps. 


Rs.As.Ps. 


Cotton 

Grain sorghum 
Legumes 

Small grain 
Hay and fodder 
Livestock Prod. 


Total 


221- 6-0 
45- 4-0 


65- 2-0 . 97- 8-0 
1-10-0 ‘ 15- 1-0 
1l- 2-0 4- 4-0 ° 3- 4-0 
3-10-0 5-11-0 3- 7-0 
8- 0-0 : 0 2- 3-0 
13- 2-0 3- 9-0 ‘ 9-0 


302- 8-0 80- 4-0 ‘ 0-0 


Operating Expenses: 
Rent 34- 4-0 


9- 0-0 4-0 
22- 5-0 


5-10-0 
16- 4-0 
9- 4-0 
15- 8-0 
8- 4-0 


Taxes and toll 
Labor 30- 8-0 


Seeds, etc. 

Feed and misc. 

Farm equipment 

Livestock pur- 
chased 


8-15-0 
20- 2-0 
25- 5-0 


18-12-0 14-10-0 


Total 160- 3-0 78- 8-0 


Indebtedness 


The rates of interest paid by farmers varied from 9 to 36 per 
cent and averaged 16 per cent. Risk, custom, and moneylender- 
monopoly are the chief causes of high interest rates. Weddings, 
funerals, and household living expenses accounted for 66 per cent 
of the borrowing. 

In an economy of indebtedness it is often difficult to state the 


Cent 
| 
75.5 
11.5 
2.3 
2.6 
1.6 
20.8 
7.8 
18.8 20.9 17- 6-0 20.9 
5.6 11.9 7- 8-0 8.9 
12.6 19.3 13- 6-0 15.4 
15.8 10.6 13- 8-0 15.6 
18.3 8-13-0 10.6 
100.0 84- 5-0 100.0 
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exact reasons for which money was borrowed. A small initial sum 
may be taken from the lender and this followed by subsequent bor- 
rowings from time to time until insolvency is reached. In the older 
debts, accrued interest is the major factor. But in every instance 
there would have to be a reason for the initial borrowing and we 
asked each farmer to state this as nearly as possible. The replies 
received are given below. 


Reasons for Borrowing Number of Replies 

Wedding expenses 54 33.4 
Family living expense 42 24.7 
Operating expense 23 14.1 
Purchase of livestock 14 9.5 
Funeral expenses 13 7.9 
To pay for land 6 3.7 
For building house 6 3.7 
Education of children 5 3.0 

Total 163 00.0 


TaBLe 6. INDEBTEDNESS BY TENURE OF OPERATOR 


Percentage Average 
Tenure of Farms Amount 
in Debt of Debt 


Owners 41 36 87.8 Rs. 423- | Rs. 15,228-0-0 
Part owners 62 53 85.4 250- 13 ,250-0-0 
Tenants 89 79 88.7 69- 5,451-0-0 

Total 192 168 Rs. 33 ,929-0-0 


While the average moneylender performs a useful service his 


Tue Purpose ror Wuicn Loans WERE Mave IN A WELL-MANAGED COOPERATIVE 
Crepit Society 1930-41 


Purpose Number Amount 

To pay off old debts 102 Rs. 20,703 
To buy land 52 15,051 
Farm operation 34 10,381 
To build houses 87 8,706 
Household expenses 10 600 
For minor farm operations 4 400 
For weddings 3 240 

Total 242 Rs. 56,131 


t 
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methods used and rates of interest charged are such as would hinder 
rather than help the development of peasant farming. 

Loans made by the above society for the payment of old debts 
were used primarily for the redeeming of mortgaged land. In addi- 
tion to this, 52 members were able to purchase 348 acres of land. 
Thirty-four were given loans for the purchase of livestock and farm 
equipment and thirty-seven built houses. While two-thirds of the 
borrowing with private moneylenders was for unproductive pur- 
poses, only 5 per cent of the loans made by this society were of that 
nature. Nearly two-thirds of all loans made by this Cooperative 
Society were used for the purchase or the redeeming of land, 

Cooperative credit societies, despite some vulnerable points, 
merit further trial as a means for providing farmers with needed 
capital at moderate rates of interest and on favorable terms. 


Level of Living 
A committee consisting of two rural teachers and three farmers 
estimated that as a minimum, a family of husband, wife and three 
children would need Rs. 229-0-0 per year in order to live in de- 
cency. In practice families received only the following amounts: 


Income Group 


Amount of Farm 
Income Available 
For Family Living 


Plus Grain and 
Other Products 
From Farm 


Total for 
Family Living 


Owner Operators 
Part owners 


Rs. 70- 0-0 
Rs. 63- 0-0 


Rs. 76-12-0 
Rs. 72- 0-0 


Rs. 146-12-0 
Rs. 135- 0-0 


Tenants Rs. 30-11-0 


Rs. 51- 0-0 Rs. 91-11-0 


Health 


“Fevers,” skin diseases, and dysentery are the three most 
troublesome forms of illness, as reported by 192 families. Fate, poor 
water, weather, and bad food were named most frequently as the 
causes of illness. Public dispensaries, home remedies, and the vil- 
lage sorcerer, are the most common sources of medical aid. The 
average family spent Rs. 3-8-0 annually for medical help. One- 
fifth of this amount went to the village sorcerer. Those who visit 
the dispensaries often consider it desirable to keep on friendly 
terms with him also. 

The belief that man’s destiny is determined by higher powers 
beyond his control leads many of the peasant people to accept 


_ 


NortEs 


BELIEVED Causes oF ILLNESS 


No. of Times 
Mentioned 


51 
34 
32 


16 
Too much work 13 


Evil Spirits 12 

11 
Displeasure of God 9 
The “Evil Eye” 4 
Mosquitoes 3 


Fate as the prime cause of disease. It is predestined, so it will be. 
The efforts of men to prevent it would be futile. To bow to illness 
and accept it as inevitable is the common attitude. Yet at the same 
time those who can afford to do so often seek any form of medical 
aid or means of escape that may be open to them, 

Asked to name their most serious handicap the men mentioned 
most frequently the high rate of interest, mortgaged land, lack of 
capital, and the inability to procure land. 

Credit on reasonable terms with suitable education and guidance 
in regard to its use for improving the farm business seems to be the 


Farmers’ Oprnions as TO WHat Tuey Most In TO ImprRovE THEIR 
Economic ConDITION 


Capital for use at lower interest 
Curb activities of moneylender 
Recover mortgaged land 
A school for our children 
Freedom from debt 
Better prices for farm produce 
More land to farm 
Better method of farming 
Better livestock, especially oxen 
What is there to improve? Fate rules 
Give up liquor 
Pen up stray cattle 
Stop gambling 

uce social expenses 
Government should reduce land revenue in lean crop years 
More pasture space 
Well for drinking water 


Ww 
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Number 
Reply Reporting 
42 
30 
20 
16 
e 
y nip 
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most immediate need of the backward class farmer. A reasonable 
amount of capital thus made available would enable the farmer 
to improve his livestock and procure more adequate equipment. 
This in turn would react favorably on crop yields, benefiting both 
owners and tenants. 

Student apprentices operating small farms of 8} acres, 113 acres 
and 6} acres in connection with the Vocational Training School 
at Anklesvar had farm incomes of Rs. 216-6-0, Rs. 206-14-0, and 
Rs. 197-15-0, respectively. Those without experience would be 
well advised to spend several years working for a successful farmer 
before making investments for themselves. Young men of sound 
health, suitable training and initiative can earn a satisfactory in- 
come from farming. 

I. W. Moomaw 

Fayetteville, Arkansas 


DETERMINATION OF RELATIVE RISKS INVOLVED 
IN GROWING TRUCK CROPS 


ANY truck crops are highly speculative because of wide year 

to year fluctuations in both yields and prices. When select- 
ing a truck crop, the relative degree of risk involved in growing it 
should be weighed by farmers. Although very low prices and yields 
for a crop in one year may be offset by very high prices and yields 
in another year, short run losses involved in growing such a crop 
sometimes necessitate rather severe and painful adjustments. For 
such a crop, operations are in the nature of a gamble. Years of high 
income are followed by years of low income; credit needs are ac- 
centuated. 

Truck crop farmers may avoid these painful adjustments in 
either of two ways. First, price and yield risks may be reduced by 
greater diversification. Then low prices and yields for some crops 
in a given year will be offset by higher prices and yields for other 
crops. Second, if it is not feasible to plant a large number of crops, 
it may be possible to select crops that have comparatively stable 
price, yield, and value per acre experiences, much as some investors 
purchase stable high grade bonds rather than common stocks. 

Table 1 shows the degree of annual variability from 1918-40 of 
United States yields, prices and value per acre for fifteen fresh 
market truck crops.Variability was measured by subtracting an- 
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nual crop prices, yields and value per acre from the preceding 
year’s price, yield and value per acre. The standard deviation of 
these changes or first differences was then expressed as a percentage 


TaBLE 1. ANNUAL VARIABILITY! or U. S. VALUE PER ACRE, YIELD, AND PRICE OF 
Firreen Truck Crops ror Market, 1918-40? 


Annual variability 
Crop 


Value per acre 


. Asparagus 
Green peas 
Snap beans 
Tomatoes 
Lettuce 

. Strawberries 
. Cantaloupes 
. Celery 

. Spinach 

. Cauliflower 

. Cucumbers 

. Watermelons 
. Cabbage 

. Onions 

. Irish potatoes 


1 Measured by subtracting annual prices, yields and value per acre of 1918-40 
from preceding year’s prices, yields and value per acre; then computing the stand- 
ard deviation of these changes and expressing it as a percentage of the average 
price, yield or value per acre for 1918—40. 

2 Preliminary. 

Computed from reports of the Bureau of Agricultural Economics. 


of the average (arithmetic mean) price, yield or value per acre.! 
This percentage may be called “the degree of annual variability.’” 
By computing the standard deviation of the first differences rather 
than the observations, secular trend was minimized. 


lice. mG! —d)? Where d=first differences between annual observations 
eee d=mean of first differences 
n—l n=number of observations 
M=arithmetic mean of observations. 


* The coefficient of variation, another measure of variability, measures variations 
of the observations from the arithmetic mean of the observations; but it accentuates 
the degree of annual variability more than it may actually be, if a secular trend 
characterizes the data. See Frederick C. Mills, The behavior of prices, pp. 39-60. 
Mills computed annual price variability by “the mean deviation (from the mean) of 
link relatives of average annual prices,’ ’p. 49. This was helpful in reducing trend ef- 
fect. See also Mills, Statistical methods, pp. 156-157, and 490 ff. 


Yiel Price 
Per cent Per cent Per cent 
11 10 
12 8 11 
13 12 12 
15 7 18 
17 8 18 
18 14 16 
19 8 16 
19 5 18 
19 18 17 
10 20 8 19 
1] 26 ll 24 
12 28 ll 29 
13 29 15 89 
14 36 15 45 
15 46 9 53 
r 
M 
S 
of 
h 
l- 


696 Notes 


According to this measure the fifteen truck crops ranged in an- 
nual variability of value per acre from 11 per cent for asparagus to 
46 per cent for potatoes. Because in any given year fluctuations in 
one area offset those in another area, the United States average 
change of value per acre is relatively moderate compared with 
changes in individual areas.* Least variability was recorded in 
asparagus, green peas, snap beans and tomatoes; most variability 
by cucumbers, watermelons, cabbage, onions and potatoes. The 
greater variations of value per acre for the latter group of crops 
make them more speculative than the former. 

The degree of price variability appears to be most important 
in affecting the variability of value per acre. Differences in elastici- 
ties of demand and supply for the different crops cause great dif- 
ferences in price fluctuations. But yields are also important. For 
many crops, particularly those with an elastic demand, yields 
change directly with prices. More intensive cultivation and har- 
vesting is encouraged by higher prices. Prices and yields move up- 
ward at the same time, the combination causing sharp changes in 
value per acre. However, for crops, with a relatively inelastic de- 
mand, high yields are associated with low prices. The change of 
value per acre is modified because the low prices are offset by the 
high yields. 

Variability of United States’ prices for the fifteen crops listed in 
Table 1 ranged from 10 per cent for asparagus to 53 per cent for 
potatoes. The inelastic demand for potatoes accounts in part for 
the great variability of potato prices while the relatively inelastic 
supply of asparagus explains in part the small degree of price 
variability for this crop. 

Variability of United States’ yields ranged from 5 per cent for 
celery to 15 per cent for cabbage and onions.‘ Yield fluctuations are 
largely determined by the sensitivity of a crop to weather and dis- 
ease conditions. 

Truck crops produced in different seasons have different degrees 
of price and yield variability. Winter crops are subject to great 
yield and supply changes caused largely by sharply varying weather 


8 The comparisons shown in Tables 1 and @ are useful as examples of how varia- 
tions differ for different crops on the whole. On individual farms, different results may 
be obtained. 

* The data used did not reflect in full the degree of yield risk for the different 
crops. Acreages that are rendered useless by flood, freezing or similar conditions are 
not included in crop reports of yields. This is especially true of the winter crops. 
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conditions. But this is offset in its effect on prices by relatively 
elastic demand. On the other hand, summer crops do not experience 
the same degree of varying weather and supply conditions but de- 
mand is less elastic for these crops emphasizing the effect of rela- 
tively small changes of supply on prices. 

Table 2 shows the relative variability of value per acre of ten 


TaBLE 2. ANNUAL VARIABILITY OF VALUE PER AcRE oF TEN TRUCK CROPS FOR 
FresH Market sy SEASON OF PRODUCTION AND FOR FLORIDA AND 
New Jersey, 1918-40" 


Annual variability 


Winter season Summer season 


One group One group 
of market-| Florida | of market- 
ing areas ing areas 


. Green peas 

. Snapbeans 

. Tomatoes 

. Lettuce 

. Cantaloupes 
Celery 

. Spinach 

. Cucumbers 

. Onions 

. Irish potatoes 


1 
3 
4 
5 
6. 
7 
8 
9 
0 


1 


1 Preliminary. 
2 No reported data. 
Computed from reports of the Bureau of Agricultural Economics. 


vegetables for one representative winter and one summer group 
of marketing areas. On the whole, value per acre of the winter 
crops was more variable than value per acre of the summer crops. 
Winter crops with least variability of value per acre were lettuce, 
spinach, cantaloupes and green peas. Those with most variability 
were onions, celery, tomatoes, and potatoes. Summer crops ranked 
somewhat differently. Summer green peas had the least variation 
of value per acre followed by spinach, celery, snap beans and to- 
matoes. Potatoes were most variable, followed by onions, cucum- 
bers and lettuce. 

Variability of value per acre for the ten truck crops was also 
computed for one winter and one summer producing State. 
(Florida and New Jersey—Table 2). On the whole, variability was 


Crop United s— 
States 
Jersey 
Per cent Per cent Per cent Per cent Per cent 
12 32 33 18 29 
13 34 34 29 33 
15 40 387 29 38 
17 27 31 38 46 
19 30 46 24 28 
19 48 57 26 $1 
19 28 _ 21 22 
26 37 34 39 23 
36 61 od 46 35 
46 38 45 55 46 
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greater for these individual States than for the marketing groups to 
which they belong, largely because of the offsetting effect of differ- 
ent State changes. Variability of value per acre in Florida ranged 
from 31 per cent for lettuce to 57 per cent for celery while variabili- 
ty in New Jersey ranged from 22 per cent for spinach to 46 per cent 
for potatoes. 

Measuring the variability of value per acre to determine the rela- 
tive risk of growing different truck crops is useful in making the 
farm crop plan and need not be confined to truck crops only. The 
degree of variability of value per acre may also be used as one 
guide for choosing between other crops and even for choosing be- 
tween different farm enterprises. In making decisions as to what 
enterprise or crop will be adopted many factors are taken into ac- 
count. Among these consideration should be given to the amount of 
risk involved in growing a crop. 

Kine 

Bureau of Agricultural Economics 


WHAT WE EAT 
STIMATES of the amounts of each of the important kinds of 


food consumed per capita are used as a basis for much of the 
current planning. Many persons who use the figures are incorrectly 
assuming them to be estimates of food eaten. The quantities quoted 
as “consumed” are either the amounts that start from the farm in 
the direction of the consumer, or the amounts sold by one of the 
first processors. This article is an attempt to go part way in paring 
down these “consumption”’ figures to more nearly approximate the 
quantity of food we actually eat. 

Foods have been compared on the basis of Calories, since this 
unit of energy provides a convenient common denominator. Before 
some nutritionist takes issue with us on this point, we hasten to 
acknowledge the fact that other measures, such as the quantity of 
each of the important vitamins, the mineral content and the pro- 
tein content, are fully as important as the caloric content. However, 
before one can make any measurement of the national diet in 
terms of any one of these values, we should first know the quanti- 
ties eaten. 

The losses between the farm and the consumer occur in process- 
ing, transportation, storage, selling, preparation, and finally on the 
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table. The total production of crops is reported by farmers as 
“field run.” A bushel of wheat at the farm represents less than a 
bushel of recleaned wheat at the elevator. After the wheat has been 
cleaned, the rats eat some while in storage. Some is lost in the bot- 
tom of the railroad car. Some food is condemned as being unfit for 
human consumption. Losses occur in milling, in baking, and on the 
table, to mention only the more obvious losses in the long trip from 
the farm to the mouth of the consumer. 

The losses estimated in the column headed “by-products and 
refuse” represent only those losses on which some evidence is 
available (Table 1). 

Estimates of food consumption were reduced because much of the 
product is lost or used for by-products. But a considerable portion 
of the remainder is wasted in the kitchen and on the table. “The 
sink is the best fed member of the household,” is an expression of 
the nutrition worker who wants to emphasize the fact that much 
good nourishment goes down the drain with the cooking water. 
And any garbage collector can testify that not all the food which 
reaches the table is consumed. The Bureau of Agricultural Eco- 
nomics studied urban garbage production in 1939-40 in 412 cities. 
About 302 pounds of garbage per capita was produced in these 
cities. Atwater? found that student clubs, where economy was the 
rule, wasted 10 to 14 per cent of the nutritive value of foods, and 
that institutions often waste 25 per cent. 

The total Calories in the food listed in the column headed 
“eaten,” in Table 1, average 3,642 per day, or about 20 per cent 
higher than the caloric requirements of the population as estimated 
by authorities on nutrition. Atwater’s figures indicate that much 
of this difference is due to the wastes in preparation and on the 
table. Since no evidence is available on the amount of these wastes 
by type of food product, no attempt has been made to correct the 
“pounds eaten” column in Table 1 for these wastes. Probably dif- 
ferences in the proportion wasted do exist. One is more likely to 
leave a piece of bread for the garbage man than to discard a tender 
piece of steak. Data on wastes by type of food, and on where the 
wastes occur, are badly needed as a basis for refining the estimates 


? The agricultural situation, March, 1942. 
2 'W. O. Atwater, Principles of nutrition and nutritive value of food. U.S.D.A. 
Farmers Bulletin 142, 1902, p. 46. 
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TABLE 1. CoNsSUMPTION oF AGRICULTURAL Propvucts PER Capita, CONTINENTAL 
Unitep States, 1941 


Pounds per capita per year Calories Per cent 


By- per pound | of total 


con- edible Calories 
sumed’’! — Eaten portion® | consumed 


pounds pounds per cent 
223 1,615 19.1 

67 1,690 

6 1,590 

Other cereals 34 1,600 

Potatoes 144 , 385 

Sweet potatoes 21 , 565 


Fresh vegetables 252 200 
Canned vegetables 30 300 
Dry beans 10 


Fresh citrus 64 
Fresh apples 42 
Other fresh fruit 

and juices 74 
Canned fruit 19 
Dried fruit 6 


to 


Ce 


oo 


Beef and veal 71 
Pork 70 
Lamb and mutton 7 
Fish 15 


Chicken and 
turkey 24 
Eggs 38 


Milk 353 
Condensed milk 20 
17 

6 


oom 


Other dairy, fluid 
milk 


Lard 
Other fats and oils 


OOD 


Cocoa 


Sugar (raw) 8? 


1 The National food situation, B.A.E., U.S.D.A., mimeographed, April, 1942 
20. V. Wells, B.A.E., U.S.D.A. 
3 Estimated by writers. 
4 P. J. Findlen, Farm economics, Cornell, October, 1938, p. 2656. 
, 5 Proximate composition of American food materials, U.S.D.A., Circular No. 
49, 1940. 


185 46 230 | 
55 37 290 
one 74 200 
_ 19 300 
6 1,300 
125 59 1,220 
gs 62 2,420 
2s 5 1,420 
55 10 445 
10° 14 560 | 
4s 34 715 
353 310 
_ 20 630 
— 17 3,325 
— 6 1,785 
s10 
21 _ 21 4,080 
5 5 1,940 
103 1,805 
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of total food requirements, and as a guide for those who have re- 
sponsibility for reducing wastes. 

Although the unmeasured waste may vary between foods, at 
least the data in the “pounds eaten” column, Table 1, provide a 
much better basis for comparing the contribution of each to the 
national diet than do the figures in the column headed “pounds 
consumed,” although the latter are usually quoted. 

About one-third of our food supply comes from cereal grains, 
potatoes and sweet potatoes. Bennett used the proportion of these 
foods as an indirect measure of the standard of living of a coun- 
try.* In most of the countries of the world, more than 80 per cent 
of the caloric value of the diet is made up of these low-cost foods. 

Three important food groups—meat, dairy products, and sugar— 
are about equally important in our diet, as measured by Calories. 
Each of these three groups supplies between 14 and 18 per cent of 
our total Calories. Fats and oils supply about 11 per cent. Al- 
though fruits and vegetables other than potatoes are important 
sources of vitamins, minerals and bulk, they supply less than 10 
per cent of the total Calories. 

Traditionally, we have been extravagant in the use of land and 
economical in the use of man labor in the production of farm prod- 
ucts. If it becomes necessary to use land in such a way as to produce 
a maximum amount of human food, it is instructive to compare 
crops on the basis of Calories produced per acre (Table 2). An es- 
timate of 3,300 Calories per capita per day was used in making 
these estimates, to allow for some of the unaccounted-for losses. 

Sugar beets supply by far the largest number of Calories per acre 
of any of the common crops. The 3,345 pounds of sugar produced 
per acre of beets during the 10-year period 1930-39 supplies the 
caloric need of 5 persons for a year, or 501 persons from 100 acres 
of beets. The Calories produced by 100 acres of sugarcane, after 
making allowance for the cane used for planting, was enough for 
387 persons for a year. Unfortunately, sugar is poor in nutritional 
values other than Calories. 

Rice produced an average of 2,178 pounds of rough rice per acre. 
After making allowances for seed requirements, by-products and 
refuse, the amount available for human consumption from 100 acres 
of rice would provide enough Calories to feed 170 persons for a year. 


* Merrill K. Bennet, International contrasts in food consumption, The Geo- 
graphical Review, July, 1941. 
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Sweet potatoes and Irish potatoes each lose about 32 per cent in 
storage and in preparation for the table. A substantial proportion 
of the Irish potato crop must be saved for seed. In spite of these 
handicaps, these two crops produce a large amount of food for 
human consumption from a given area of land. One hundred acres 
of sweet potatoes would provide Calories for 139 persons compared 
with 125 persons for Irish potatoes. 

Corn is used primarily for animal feed. When used for human 
food the corn meal and other corn products would supply about the 
same number of Calories as potatoes. 


Taste 2. THE Propuction or Human Foop From AN ACRE oF LAND 


Average per acre 
. Calories Energy per 
Yield By- per pound 100 acres 
per | Needed | products | Edible | edible | to 


acre! for annual food 
and portion | portion‘ by 


Crop 


pounds pounds | Calories | persons 
Sugar from beets | 3,345 $,345 | 1,805 501 
Sugar from cane 2,585 2,585 | 1,805 387 
Rice 2,178 | 100 790 | 1,288] 1,590 170 
Sweet potatoes 4,565 200 1,397 2,968 565 139 
Irish potatoes 6,756 | 1,000 | 1,842 | 3,914 385 125 
Corn 1,316 10 444 862 1,690 121 
Soybeans 966 30 28 908 1,590 120 
Peanuts 714 25 182 507 2,780 117 
Dry beans 781 60 — 721 1,545 92 
Wheat 798 100 209 489 1,615 66 
Oats 874 100 341 433 1,795 64 


1 United States Crop Reports, 1930-39. 
2 Estimated by writers from various sources. 
3 See footnotes to Table 1. 


4 Proximate composition of American food materials, U.S.D.A., Circular No. 
549, 1940. 


We are just learning to use soybeans as human food. The German 
Army cook book, as translated in the Soybean Digest, December, 
1941, contains some of their instructions and recipes. Soybeans 
produce about as much food per acre as corn and potatoes and are 
rich in protein. 

Spillman and Cooper,‘ who estimated the Calories per acre dur- 
ing the last war, reported much higher figures for most crops. They 
assumed higher yields. In 1918, a long series of reliable yield figures 


4 W. J. Spillman and M. O. Cooper, Human food from an acre of staple farm 
products, U.S.D.A., Farmers Bulletin 877, 1918. 
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was not available. Another important reason for the difference is 
in the method of calculation. The early writers made no allowance 
for amounts used for seed or for losses in by-products and waste. 

The extent to which one crop can be substituted for another is 
limited by such factors as soil, climate, topography and many 
other factors. Rice cannot be grown on the wheat farms of North 
Dakota, nor wheat on the rice farms of Louisiana. Manufacturing 
equipment is needed for sugar production. But many areas are 
equally adapted to many different crops. To the extent that human 
food is needed, such crops as sweet potatoes and Irish potatoes 
should be given preference. 


WILLIAMSON AND WILLIAMSON 
Cornell University 
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Imperfect Competition Within Agricultural Industries, William H 
Nicholls, Ames, Iowa, Iowa State College Press, 1941. Pp. 384. 
$3.75. 


The author himself tells us that this book should be judged by 
its aid in applying economic theory to practical research problems. 
This is indeed an objective of great importance. Any narrowing, 
however small, of “the gap between tool makers and tool users” 
is a significant contribution. Readers of this book will no doubt 
differ among themselves regarding the extent to which Mr. Nicholls 
has actually succeeded in presenting “a smoothly working com- 
bination of empirical data and theoretical research method,” but 
all, I think, will agree that he has made a valiant attempt. After 
a careful and painstaking exploration of the subject extending 
through some 360 pages, Mr. Nicholls himself is reluctantly forced 
to the conclusion that “whether the available theoretical tools will 
prove adequate or not [for attacking major problems in agricul- 
tural marketing] is as yet largely a matter of relative optimism.” 
He feels, however,—and this reviewer agrees with him—“‘that the 
use of these tools is at least a step in the right direction, if their 
limitations are constantly recognized.” 

The major contributions of this book are along two lines: (1) 
The existing theory of imperfect competition as developed by 
Chamberlin, Robinson, and others is adapted to the buying side of 
the picture, an aspect which has not heretofore been adequately 
presented in a single source. (2) The inherent limitations of existing 
theoretical analysis for use in empirical research are laid bare, and 
thus the reader is forewarned regarding the practical application of 
the “kit of tools” placed before him. Both of these jobs needed to 
be done, and Mr. Nicholls has done them thoroughly and well. 

The central theoretical problem with which Mr. Nicholls deals 
is that of defining the equilibrium adjustments of an individual 
firm in an agricultural processing-distributing industry which con- 
sists of a few dominant firms and a large number of small competi- 
tive firms. The two sources of imperfect competition on the buying 
side are taken to be (1) a deficiency in the number of dominant 
firms and (2) the existence of preferences among producers selling 
to processing-distributing firms. 

Initially the analysis is restricted to competition among the few 
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dominant firms and later it is extended to the relation between the 
dominant firms and the many small firms. The equilibrium adjust- 
ments of the dominant firms are shown to depend upon the amount 
of knowledge which each has or assumes regarding the extent and 
timing of his rival’s reaction. It is here that the usefulness of the 
simplified models in empirical research is particularly limited be- 
cause of the number and complexity of rivals’ reactions that are 
equally plausible on a priori grounds. 

In the main, the author is concerned with static situations, in so 
far as it is possible to consider oligopolistic or oligopsonistic market 
structures without implicit reference both to time and to serial 
relations over time. A short section of the book is devoted to con- 
sideration of “economic dynamics.” The production-plan device is 
the major method of analysis used in this section. The treatment of 
temporal interrelationships is rambling and topical, as indeed such 
analysis must continue to be until there is formulated a well-de- 
veloped body of short-run theory. 

For the most part Mr. Nicholls refrains from making ethical 
pronouncements about the real world on the basis of his simplified 
theoretical models. In places, however, he suggests, at least im- 
plicitly, that in the typical agricultural processing-distributing 
industry aggressive price competition tends to be replaced by 
“market sharing” and “price leadership.” 

This book merits careful study by general economists as well as 
by agricultural economists. It will be especially welcomed by per- 
sons engaged in research relating to marketing and prices of agri- 
cultural products. 


H. R. WELLMAN 
University of California 


American Highway Policy, Charles L. Dearing, Washington, 
Brookings Institution, 1941. Pp. xii, 286. $3.00. 


This is an excellent book, dealing with a subject of great present 
interest and importance. By means of historical survey and theo- 
retical analysis, the author arrives at clear-cut conclusions upon 
many matters which have heretofore been involved in considerable 
uncertainty and controversy. 

Mr. Dearing finds that, barring certain exceptions, which have 
never worked well, the public roads have always been supplied by 
government as one of its essential public functions, and he con- 
cludes that this should so continue. The modern highway system he 
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describes as a “multiple-purpose facility,” providing four principal 
services: i.e., (1) to give access to land and dwellings, (2) “to 
facilitate the movement of goods and people primarily associated 
with community life,” (3) to provide the means of mobility be- 
tween communities, and (4) to serve the special needs of govern- 
ment itself. On this use analysis he bases his development of the 
principles governing ownership, control, and financing of the sev- 
eral parts of the rural road system (the city streets are not brought 
into consideration). 

Ownership and administrative management of the nation’s pub- 
lic roads should reside, as it always has, in the states and their local 
subdivisions—not in the federal government. The states should 
own and control a state highway system of general use roads, pro- 
viding inter-community mobility. The community-service and 
land-access roads should be assigned to local subdivisions, usually 
the counties. 

State or general-use roads, requiring high standards of construc- 
tion and relatively heavy cost, should be financed entirely by con- 
tributions from motor-vehicle users; gasoline taxes are suitable to 
pay for occupancy, while properly adjusted registration fees will 
serve to apportion the fixed charges of the highway plant. The local 
roads—community-service and land-access—should be financed by 
the property tax and other general local taxes, placing the burden 
chiefly on land ownership. When the local roads are called upon to 
provide a service more costly than would be required by their basic 
local functions, as for carrying school buses, then the added cost 
may be financed by state contributions to the local governments in 
control of such roads. 

The federal government enters into the picture when it gives 
financial aid to the states; such aid should be in consideration of 
those activities only which serve broad national interests. The 
money thus required should be obtained by the federal government, 
not from special taxes on the users, but from general revenues. 

It is clear that this book is based on exhaustive study and full 
knowledge of the rather extensive literature of the subject. It is 
fully and carefully documented. If a minor criticism is here in order, 
it is suggested that footnote references, as to journals, Congres- 
sional Record, etc. would be more helpful if dates of publication 
were always given. 

The author has evidently prosecuted his study in an objective, 
scientific spirit, and his discussion will command the respect and 
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confidence of the reader. The subject matter is well organized and, 
barring a few instances where a certain heaviness of style leads to 
obscurity, clearly presented. At only one point does there appear 
to be a lapse in logic. In arguing that the gasoline tax is unsuited 
for general fund purposes, because of its “regressive” character 
(page 184), Mr. Dearing is guilty of the common error of presuming 
to judge a particular tax on the basis of regressivity, forgetting 
that, in a system composed of taxes of many kinds, that test may 
logically be applied only to the whole system. As it happens the 
soundness of his conclusion in this particular instance is not af- 
fected. 

Altogether the author’s reasoning is logical and convincing, and 
his conclusions, depending on adequate historical evidence and 
sound theory, are well established. He has put us a long step ahead 
on the path toward a sound American highway policy. 


Frep Rocers 
Yale University 


American Farmers in the World Crisis, Carl T. Schmidt, New York, 
Oxford University Press, 1941. Pp. xi, 345. $3.00. 


This work was completed in 1940 and consequently is not con- 
cerned, as its title might now imply, primarily with agriculture’s 
part in the war. Instead it is a discussion of recent agricultural 
programs and of conditions leading up to their adoption. While the 
work will add little if anything to the stock of knowledge of the 
careful student of the subject, it is a very readable description of 
agricultural problems and an exposition of various governmental 
programs which ought to be welcomed by the general reader. 

The volume is divided into nine chapters. The first two present 
a picture of the agricultural industry and some of its problems. The 
third refers briefly to activities of farm organizations and to some of 
the proposals and programs following the World War. Two chap- 
ters discuss agricultural ‘adjustment programs, one considers 
credit, and one is entitled “Saving Human and Soil Resources.” 
Some attempt is made to assay the benefits and burdens of farm 
relief in one chapter and the concluding chapter reviews prospects 
for the future. Various newspaper cartoons are reproduced to sup- 
ply graphic portrayal of certain points. These catch the eye and 
enliven the text but, naturally, often employ exaggeration for 
effect. 

While the consequences may not be particularly serious in a 


REVIEWS 709 


work of this type, there are places where more careful checking 
would have been helpful. For example, it is indicated (p. 43) that 
farm mortgage debts continued to rise until 1928 when, in fact, 
the peak was reached in 1923. The 42-cent tariff on wheat was 
established by Presidential proclamation instead of by a tariff act 
in 1924 (p. 113). The trade-agreements program is called the 
“trade-treaty program” (p. 196). Not everyone will agree that it is 
correct to say that the movement to form large cooperatives during 
the 1920’s “‘collapsed,” or that the basic reason for cooperative de- 
cline was that the movement “did not attract sufficient support 
from farmers” (p. 94). The author makes the flat assertion that 
“Generous as the Government has been to farmers, it has been even 
more helpful to city people,” (p. 111). At the best, this is only an 
opinion. It apparently assumes, among other things, that the 
tariff has benefited industry and thereby city people generally, and 
has not subsidized agriculture. 

One must agree with the point that stocks of certain farm prod- 
ucts built up as a result of governmental programs are serving a 
very useful purpose in the present war situation. However, the real 
test of the ““ever-normal granary” will come in its functioning under 
more normal conditions. Further analysis of this and other points 
might well have been included. While it is true that the Agricultural 
Adjustment Administration and other agencies provide machinery 
for use in war activities (p. 295), it might have been noted that 
some aspects of the programs and organization tend to impede 
rather than to assist. 

In spite of such weaknesses, however, the book presents a good 
review of agricultural programs. The author’s treatment of the 
subject is well balanced in that he avoids extremes of criticisms and 
praise. While it does not contain anything particularly new and is 
not especially analytical in its treatment, it is well written and 
logically presented. 


O. B. JEsNEss 
University of Minnesota 


The Rice Economy of Monsoon Asia, V. O. Wickizer and M. K. 
Bennett, California, Stanford University, Food Research Insti- 
tute, 1941. Pp. 358. $3.50. 


The Food Research Institute is to be congratulated on preparing 
and publishing a book on rice, a commodity which, as a food for 
mankind, is fully as important as wheat. The fact that 95 per cent 
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of the world’s rice crop is grown in the Orient, furnishing the basic 
food for some 800 million people, clearly shows that rice is the staff 
of life in this area. For students of the world food situation, this 
volume is required reading. For anyone studying post-war prob- 
lems, it also contains a great deal of pertinent information, helping 
one to understand the food surpluses and deficits of the various 
Asiatic countries. 

The Rice Economy of Monsoon Asia, written by two noted 
economists of the Food Research Institute, ably presents the place 
of rice in farming and its economic aspects in the Far East. Rice 
production, consumption, and trade for the important producing 
areas are analyzed thoroughly. Furthermore, in reading the book 
many interesting subjects worthy of considerable thought and dis- 
cussion are suggested. 

Throughout the volume many comparisons have been made be- 
tween rice and wheat as to prices, place in the diet, and variability 
of production. The authors point out that the price of rice is higher 
per pound than wheat, citing prices at Tientsin and in the British 
grain market, but indicated at the same time that these were not 
representative points where true competition exists. Shanghai, a 
center where both rice and wheat are produced and consumed in 
large quantities, might have been used but here again one finds that 
rice is the higher priced food. In this connection, it was pointed out 
that over the past five decades the price of wheat has become rela- 
tively cheaper than rice. 

Another subject worthy of additional research is the per capita 
consumption of food during depression years. This volume indicates 
that several Far Eastern countries appear to have reduced their 
per capita consumption of rice during the 1930’s. The question is 
immediately raised: To what extent did the consumption of basic 
foods decline in the United States and in European countries dur- 
ing the depression years? 

Several chapters are devoted to the potentialities for rice ex- 
pansion through increased yields and acreages. It is pointed out 
that in the three large surplus areas, Burma, Thailand, and Indo- 
china, the yields per acre are among the lowest. It should be men- 
tioned in this connection that the price of rice in these three coun- 
tries is probably also the lowest in the world. Therefore, it seems 
questionable that much time and money could be profitably spent 
in increasing the fertility of the rice fields. On the other hand, it is 
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undoubtedly true that, through the development of improved vari- 
eties and cultural practices, yields could be increased as they have 
been in Japan. During the past 30 years the yield per acre in 
Japan has increased 20 per cent while during the same period 
there was an expansion in acreage of 7 per cent. The Japanese 
Government has for the past 10 years been supporting a minimum 
price of rice, which undoubtedly had an effect upon maintaining 
the yield at a high level. 

Because of the lack of accurate statistical data, the authors have 

been very careful to caution the reader continually in drawing con- 
clusions. This appears to be warranted, particularly in regard to 
the sharp rise in population figures given for some countries where 
it is believed that improvements in sanitary and health conditions 
have not been marked. 
' If this book is to be revised there is one suggestion that many 
readers in this country would like to make—namely, that acreage, 
yield, and production statistics be given in American units rather 
than in the metric system. It should be mentioned again, however, 
that The Rice Economy of Monsoon Asia is an excellent contribu- 
tion for those studying the world food supply and there is no ques- 
tion but that the authors have attained their major objective in 
presenting a clear picture of the economics of rice in the world’s 
great producing region. 


Frep J. Rossiter 
Office of Foreign Agricultural Relations 


Introduction to the Cooperative Movement, Andrew J. Kress, New 
York, Harper and Brothers, 1941. Pp. 370. $3.00. 


In the preface of this book, the editor states, “the attempt here 
is to set forth objectively, through readings and references, the 
best writings about the various types of cooperatives, in order to 
produce a scientific collection of writings for those who wish to 
know more about the cooperative movement.” As indicated above, 
this book is made up entirely of readings and references. 

Although the title indicates that it covers the whole field of co- 
operative endeavor, all but two of the twelve chapters are devoted 
to the consumers’ cooperative movement. One of the two chapters 
just referred to relates to marketing cooperatives in foreign coun- 
tries and the other to farmers’ cooperatives in the United States, 
chiefly the marketing and purchasing associations. 
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The other ten chapters contain selected readings on various 
types of consumers’ cooperative experience—some deal with his- 
torical development and the social philosophy of the consumers’ 
cooperative movement while others contain appraisals of various 
schools of cooperative thought and summaries of international co- 
operation. One chapter each is devoted to such fields as cooperative 
medicine, consumers’ cooperative production and cooperative 
banking. 

Lists of references are given on the following subjects: The co- 
operative movement for particular countries, consumers’ coopera- 
tion, the agricultural marketing cooperative movement, the finan- 
cial cooperative movement, the social philosophy of the cooperative 
movement and a possible cooperative commonwealth, the interna- 
tional cooperative movement, and sources of statistics on coopera- 
tion. Many of the references suggest particular chapters, which, 
the compiler states, lend a shade of interpretation not contained in 
the readings actually quoted. The lists contain in all over 150 refer- 
ences, a few of which would be more useful if additional biblio- 
graphical data were given. No attempt is made here to appraise the 
references for each subject covered. 

Because of the wealth of material on consumers’ cooperatives 
that is available in the larger libraries, the contribution that a book 
such as this one can make to cooperative literature is somewhat 
limited. It is not, of course, adapted for use as a text. Students who 
are beginning to study the cooperative movement may find it use- 
ful as supplemental reading and reference material. Especially will 
this be true for those who do not have adequate library facilities 
available. 


W. W. Fretrow 
Farm Credit Administration 


Central America: Challenge and Opportunity, Charles Morrow 
Wilson, New York, Henry Holt and Company, 1941. Pp. 293. 
$3.50. 


Mr. Wilson’s little book on a big subject is both instructive and 
entertaining. The book devotes a chapter to each of the Central 
American countries, as well as to Colombia, Cuba, and Jamaica, 
paying particular attention to the physical characteristics of each 
country with a very brief summary of the history and political 
life of the country. The story of the principal, and potential crops of 
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these countries—coffee, bananas, coconuts, cacao, chicle, and rub- 
ber, among others—follows. The author then considers the future 
of Central America, presenting his ideas as to possibilities for agri- 
cultural development, and measures which will help raise the 
standard of living of the people of the region he calls “Middle 
America.” 

Middle America reminds us too much of mitteleuropa to provide 
an apt label for the region with which the author is acquainted. It 
seems probable that the editors of the book detected this difficulty 
with the result that the title appears as “Central America,”  al- 
though the author throughout his book refers to the region of 
which he writes as “Middle America.” 

The observations on nutritional deficiencies of the people of 
Middle America, and ways in which these deficiencies could be 
remedied are excellent and timely. Mr. Wilson sees romance in 
tropical agriculture and he is clever in imparting some of his 
enthusiasm to the reader. Not many writers on tropical agriculture 
have given as good a description of both the romantic side of agri- 
culture in the tropics and the complexities of the major agricultural 
industries of tropical America, particularly the coffee and banana 
industries. But Mr. Wilson sees color in the Central American 
coffee industry more clearly than he sees the problems of the in- 
dustry. 

When the author tries his hand at prophecy he gives us a lesson 
that the generality of Americans might have learned earlier to their 
profit. He describes the lack of an American rubber supply as “one 
of the ominous weak points in plans for coordinated defense of this 
hemisphere.” This is a theme that has been brought out in several 
reports of Government agencies during the past three years, particu- 
larly in literature on Latin America issued by the Department of 
Agriculture. He adds that the possibilities for meeting United 
States rubber requirements with synthetic rubber are entirely out 
of reason, and he warns that failure of our natural rubber supplies 
“would almost unquestionably spell the lapse of the industries of 
steel, glass, and electrical manufactures.” The author is enthusiastic 
in his presentation of the case for Central America as a source of 
natural rubber. This enthusiasm reaches a point where, at least 
by inference, it conveys the impression that “Middle America” is 
the only good source of natural rubber. Of course this is not true. 
Rubber experts seem to agree that a great deal of our wild and 
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plantation rubber in the Western Hemisphere will come from the 
Amazon Basin. 

Middle America is pictured as a tropical paradise by the author. 
This description is devoid of the reality which would serve to dis- 
close why this area represents the most backward region of the 
American Hemisphere. In this connection the author seems to have 
neglected to give the reader who is unfamiliar with the area an in- 
sight as to the progress, or lack of progress, of these countries, and 
of the economic, political, and social difficulties which for so many 
years have impeded their development. It is a fact that in general 
the economies of the majority of these countries are characterized 
by production for export of a limited number of crops. The author’s 
only suggestions for bettering the economic condition of our 
Middle American friends is to urge them to grow agricultural com- 
modities on a larger scale. The foreign markets he relies upon did 
not exist when the book was written, and they are hardly more 
likely to become favorable outlets for the usual Central American 
tropical commodities at the end of the war. His other recommenda- 
tion is that American foreign trade promoters might profit by fol- 
lowing German technics of trade promotion, at least in some re- 
spects. American salesmen should know their customers better, 
they should speak their language better, and in fact, they should 
peddle their wares from door to door. In this connection I believe 
there is room for considerable improvement with respect to our 
methods of doing business in Latin America. It appears that Amer- 
ican salesmen and business firms have not been as solicitous as their 
European competitors, and have made little effort to understand 
their customers to the South. It does not seem that these two sug- 
gestions would meet the fundamental difficulties involved in raising 
incomes and standards of living in the republics of Central America. 

The book is best where it describes agricultural enterprises which 
are unfamiliar to North Americans. Few students of temperate 
zone agriculture realize the complexities of banana production, or 
banana marketing, or that coffee growing and coffee curing are 
quite as intricate and elaborate as, say, tobacco growing and to- 
bacco curing in the United States. 

The extent to which Mr. Wilson’s book has been condensed prob- 
ably did not permit him to discuss the agricultural industries which 
have recently received increased attention. For example, he does 
not mention the substantial henequen industry of Cuba, nor the 
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abaca experiments in Costa Rica and Panama. The efforts to de- 
velop textile industries in these countries, and their possibilities, 
are barely mentioned. In fact, rather than to expand current pro- 
duction for uncertain foreign markets, the author might well have 
recommended a more balanced agricultural development in Middle 
America. By this is meant not uneconomic production but the 
stimulation of subsistence agriculture, and the development of new 
export crops in demand in the Western Hemisphere. The competi- 
tion of low-wage tropical countries outside this hemisphere coupled 
with the lack of capital and technical assistance has retarded the 
economic progress of Middle America. But the author’s program 
for producing more coffee and cacao would seem only to aggravate 
an already bad situation. 

There are minor errors in the book. El Salvador is not the small- 
est nor the most densely populated of the American Republics. It 
appears that Haiti would have prior claim to that position. The 
United Fruit Company owns not 130,000 acres but over 3,000,000 
acres of which 122,000 were planted to bananas in 1941. Those who 
remember the bloody revolts in El Salvador of 12 years ago would 
be inclined to question Mr. Wilson’s statement that El Salvador has 
a tranquil history. Costa Rica’s Atlantic coast is estimated at 200 
miles and not 20 miles as indicated on page 76. The annual increase 
in population in Jamaica is closer to 2 per cent than to 20 per cent. 

As a whole the author has done an excellent job of presenting a 
complex subject of wide scope in such a small volume. He has done 
so, moreover, in an entertaining manner. The result is that he has 
accomplished more by way of informing our people about Middle 
America than many other writers have done in more voluminous 
works, and certainly more than other writers have done in com- 
parable space devoted exclusively to a popular presentation of the 
subject. 


JosEePpH C. APODACA 
Economic Defense Board 


Mathematics in Agriculture, R. V. McGee, New York, Prentice- 
Hall, Inc., 1942. Pp. 189. $4.00. 


In the words of the author, “this book is the result of an earnest 
effort to meet the demand for a practical book on mathematics, 
designed especially to fit the needs of persons interested in agricul- 
ture.” It perhaps is significant that the book is not suggested as a 
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text for a college course in “Agricultural Mathematics” although 
it might be so used. The book may be equally useful in supplement- 
ing courses in agricultural engineering, animal nutrition, and agri- 
cultural economics. Few agricultural students would fail to benefit 
from an intimate contact with it. 

A review of the table of contents does not portray adequately the 
true content of this small volume. For example, chapter 4, titled 
‘Lengths, Areas, and Volumes,” leads to the solution of such prob- 
lems as “how many gallons of paint should be required for two 
coats on the walls of a barn 32 feet by 48 feet if the walls are 12 feet 
high,” and “how many square feet of tin are required in making 
120 feet of gutter” of prescribed diameter. Under “Ratio and Pro- 
portion” in chapter 5, the student learns how to calculate the speed 
of a 6 inch pulley if it is belted to a 93 inch tractor pulley that makes 
1,000 r.p.m. as well as how much force is required to lift a given 
weight with a six pulley block and tackle. Under “The Right 
Triangle and Trigonometry,” in chapter 6, ways of measuring the 
area of irregular pieces of land are developed at some length and the 
legal description of area boundaries are interpreted. 

An outstanding feature of Mathematics in Agriculture is its 
wealth of problems which accompany each chapter or are included 
in chapter 9 on “Special Applications of Practical Measurements.” 
Correct answers to these should be made available if the book is to 
be used for self instruction. 

At points the discussion or presentation of subject matter is too 
brief for the book to be most useful as a text. At other points ma- 
terial is included which, in the opinion of this reviewer, might 
better be covered in books on statistics. Discussions of the standard 
deviation and of graphic presentation are illustrations of the latter. 

By the nature of the subject and its manner of presentation this 
book is likely to be used as a reference in actual practice as well as 
in the classroom. For that reason it is to be hoped that formulas for 
calculating the depreciation of milk cows, the volume of concrete 
mixtures of differing proportions, the plant food content of fer- 
tilizer ingredients, and the like, are approximately correct even 
though it is stated in the preface that “the text is not meant to serve 
as an authoritative source on technical matter pertaining to agri- 
culture.” 


Dana G. Carp 
University of Kentucky 
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Food and Drug Regulation, Stephen Wilson, New York, American 
Council on Public Affairs, 1942. Pp. xi, 177. $2.50. 


Food and drug regulation in the United States has had a long 
and stormy career. Every extension of these regulations constitutes 
an increase in the governmental regulation of some business and an 
interference with the freedom of choice by consumers. It is only 
natural that these extensions should be fought step by step by the 
interested parties. This battle is reviewed in the present monograph. 

The controversy has gone on for more than half a century. The 
first general pure food measure designed primarily to protect the 
consumer was introduced into Congress as early as 1891. It took 
twenty-five years of effort however to enact the first Pure Food 
and Drug Act into law in 1906. In the meantime striking demon- 
strations of the need for such a law had been made by Dr. Wiley, 
and toward the close of the period the press, particularly the maga- 
zines, Were carrying on a spirited campaign in favor of the passage 
of such a law. The story of the events preceding the passage is en- 
lightening but far from inspiring. 

It did not take long after its passage to discover that the law had 
serious defects. The author reviews these carefully. The penalties 
were mild, there was necessity for judicial action in each contested 
case, the therapeutic statements had to be both false and fraudu- 
lent, there was no control over cosmetics nor over advertising not 
on the package, and the ‘distinctive name’ provision of the law pre- 
vented adequate control of branded food products. Correction of 
these defects, however, was not easy. A new law was not passed un- 
til 1938, more than 30 years after the original act. The names of the 
characters had changed, but the fundamental issues remained the 
same and the story of the passage of the new act was similar to that 
of the earlier one. Toward the close a widespread series of preventable 
deaths from a solution containing sulfanilimide aroused the public 
and a transfer of the controls over advertising to the Federal Trade 
Commission pacified the opposition and passage became possible. 
The new law is a great improvement over the old though still not 
perfect. 

The author has given us an excellent and well documented survey 
of these events and agricultural economists should find them of 
great interest. 


Warren C. Waite 
University of Minnesota 
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Case Studies of Consumers’ Cooperatives, H. Haines Turner, New 
York, Columbia University Press, 1941. Pp. 330. $2.50. 


This is one of the better books published in recent years on con- 
sumer cooperation in this country, but like most other books on 
this subject it has considerable pro-cooperation flavor. Most writers 
on this subject show their bias through overstatement. Much of the 
bias in this book lies in the selection of material for study. The dis- 
cussion is handled with considerable restraint. 

This book consists for the most part of studies of selected coop- 
eratives, namely, the United Cooperative Society of Maynard, 
Massachusetts and the Central Cooperative Wholesale of Superior, 
Wisconsin, together with brief reference to a few local affiliates. 
There can be little doubt but that these cooperatives have had con- 
siderable success in the wholesale and retail distribution of gro- 
ceries and related products on a cooperative basis. They are prob- 
ably the outstanding examples of consumer cooperation in the 
grocery field in the United States. They are, therefore, not typical 
of the movement as a whole. This is not to discredit in any way the 
attainments of these two groups for they are to be commended. 
It is merely to point out that their activities alone do not represent 
the complete or even representative experience of this type of or- 
ganization in the retail grocery field in this country. 

The author devotes a considerable portion of his book to a com- 
parison of these cooperatives with private firms of both the inde- 
pendent and chain store type. This comparison relates to prices of 
selected products, margins and operating statements. Any such, 
comparison between private and cooperative firms is likely to be 
quite unsatisfactory since as the author himself admits the organ- 
ization, management, methods of doing business, and communities 
served are not wholly comparable. One of the principal points of 
difference is to be found in the contrast between communities 
served by the cooperative stores and by the private chains. Coop- 
erative stores are found mainly in the smaller towns and rural 
communities, while the chain stores confine their activities mainly 
to cities and industrial centers. Moreover, no comparison is made 
with the “super,” self-service type of store which has been devel- 
oped extensively by the private chains in the past few years. 

This comparison between cooperative and private firms leads the 
author into many questionable statements since the cooperative is 
pictured as having many virtues and few if any faults. The other 
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(the private firm) is said to have the opposite colors. Probably 
neither type of business has a monopoly on either the virtues or the 
vices. It is the reviewer’s opinion that the book would be improved 
if it were confined to the case studies of the cooperatives investi- 
gated as the title implies. There is a splendid story to be told with- 
out berating either the competitors of these cooperatives or the 
economy as a whole. 

The author experiences considerable difficulty in reconciling the 
consumer philosophy with some of the practices of these coopera- 
tives. The avowed purpose of consumer cooperatives is stated as 
doing away with the profit system and reorganizing our entire 
economy on a consumer basis. This is to put the consumer interest 
above public interest or to claim that the two are always synony- 
mous. In one part of the book the consumers’ cooperative is aligned 
with labor (a type of producer) and in another section it is stated 
that the cooperatives in the Lake Superior region concede the need 
for workers and farmers improving their bargaining power and are 
reported as having assisted in organizing labor unions and farmers’ 
marketing associations. 

The author sets forth two major questions in the concluding sec- 
tion of the book as having been considered in his study. These are 
(1) the contributions of cooperatives to the solution of certain socio- 
economic problems, and (2) the prospects for further cooperative 
growth in the United States. Both questions are much too broad to 
be answered with any degree of finality from case studies of two 
consumer-cooperatives. This is not to say the general conclusions 
are necessarily faulty. The point is that these general observations 
are made quite independently of the facts and figures arising from 
the detailed case studies. 

The principal value of this book lies in the specific information 
which it contains on the growth and development of these “case” 
cooperatives. This in itself is justification for the publication. It is 
only as the author gets away from his cases that he becomes vul- 
nerable. The book is well organized and very readable. 

K. Froker 

University of Wisconsin 
The Analysis of Economic Time Series, Harold T. Davis, Blooming- 

ton, Ind., Principia Press, 1941. Pp. 620. $5.00. 


The publication of The Analysis of Economic Time Series by 
Professor Harold T. Davis marks an important event in the devel- 
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opment of economic theory, and both students and teachers of 
statistical economics and econometrics will be grateful to him for 
supplying them with such an outstanding text of this complicated 
subject. It must be said at the start, however, that this book was not 
written for economists who do not have a solid mathematical back- 
ground. Although much of the general discussion and especially 
the historical review of some of the topics involved can be read by 
mathematiéally untrained students, the bulk of the book will be 
unintelligible to them. 

It would not be true to say that Davis had simply put together 
all that is known of the theory of time series analysis. He has done 
more than that. He has taken the several diverse problems in the 
field and has integrated them into a coherent pattern. 


Chapter 1 gives an excellent historical review of the problem of . 


time series analysis, and for that matter, an excellent digest of the 
book itself. This chapter could and should be read even by those 
who have had little mathematical training. Chapter 2 introduces 
harmonic analysis, Fourier series, and orthogonal functions. This 
important topic in time series analysis is again taken up in Chap- 
ters 5 and 7. Chapter 3 takes up the topic of serial correlation where 
the problems of lag, autocorrelation and Yule’s contribution to the 
field are treated from the point of view of modern mathematics. 
Chapter 4 deals with the theory of random series; the problem of 
tests for randomness is taken up and the work of Yule and Slutsky 
examined. Chapter 5 has for its subject the degrees of freedom in a 
economic time series. Professor Davis introduces a new concept in 
this field and develops the Shuster, Walker, and Fisher tests of sig- 
nificance in harmonic analysis. In this chapter Professor Davis also 
makes some interesting applications of the technique of factor 
analysis—a technique that had its development in psychology—to 
economic variables. 

In chapter 6 the analysis of trends is discussed. Polynomial 
trends, logistic trends and the problem of seasonal variation, and the 
Variate Difference method are dealt with. Chapter 7 introduces 
again periodogram analysis and the technique is applied to a great 
many economic series. Chapter 8 treats somewhat exhaustively 
the different theories and explanations of business cycles. Chapter 
9 discusses the nature of wealth and income. Most of this chapter 
and parts of several other chapters have already appeared in Pro- 
fessor Davis’ earlier book, The Theory of Econometrics. Chapter 10 
discusses the dynamics of trends from the point of view of the 
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equation of exchange. In chapter 11 the problem of forecasting 
economic time series is discussed. Here the important problem of 
the standard error of forecast as developed by Hotelling and Schultz 
is analyzed and modifications are suggested. Chapter 12 reviews 
the material presented from the point of view of the different theo- 
ries of business cycles and goes into some general speculations on 
the economic interpretation of history. 

This bare and incomplete outline of the topics covered does not 
do justice to the wealth of research and painstaking work that have 
gone into the making of this book. The numerous applications of 
the theories to actual economic series are not only helpful in un- 
derstanding the points involved; they also give an illuminating 
insight into the economic structure itself. 

Although this admirable treatment of the subject of time series 
analysis merits nothing but praise, several critical comments may 
well be made. The outstanding criticism of the book is that while 
reading it, one gets a feeling that all is well with the science of 
economics, a feeling that is not justified by its present stage of 
development. This feeling of security is more a fault of style than 
a conscious misrepresentation of facts. 

A careful reading of each chapter indicates that most of the 
theories developed are no more than suggestive of what the future 
advancements might be in the field of economic time series analysis. 
Although many hypotheses have been put forth for explaining 
economic phenomena, they still remain as hypotheses. They are 
interesting and provocative but that is all. Perhaps the best way 
to express what is involved is to quote the last paragraph of this 
book, wherein Professor Davis quotes a conversation between Alice 
and the White King: “‘Alice had been asked by the King to look 
down the road and tell him if she could see his two messengers. 
‘I see nobody on the road,’ said Alice. ‘I only wish J had such 
eyes,’ the King remarked in a fretful tone. “To be able to see 
Nobody! and at that distance too’.” 

Another objection to this book is that it is too mathematical. 
By that I do not mean that it is technical but rather that the 
treatment, to a large extent is nonstatistical. The fact that the ele- 
ments of an economic time series are random variables, now and 
then breaks through the crust of his general mathematical treat- 
ment of the subject matter. But in the main, the relationships that 
Davis sets up between economic variables are functional relation- 
ships rather than statistical. Professor Davis frequently writes an 


722 REVIEWS 


equation relating a variable to other quantities, such as time, with- 
out making it clear that the relationship is of a statistical nature 
rather than functional. His definitions of serial correlation, variance 
of a function, multiple correlations, etc., are purely mathematical 
and do not refer to any stochastic process. An outstanding example 
of the rigidity of treatment throughout most of the book is the 
discussion of the logistic. Davis considers several methods devel- 
oped for fitting logistic, including that of Professor Hotelling. The 
main contribution of Professor Hotelling in the treatment of the 
logistic is not the fact that he has provided a new method of eval- 
uating the constant involved but that he has introduced a new con- 
cept in the field of time series analysis. This concept involves the 
consideration of differential equations with random coefficients. 
This approach to the problem of economic time series analysis is 
barely touched upon. 

Professor Davis introduces several new ideas. Among them are 
the concept of energy of a time series, the concept of degrees of 
freedom in a time series, and a new definition of the probable error 
of forecast. The concept of energy is equivalent to Fisher’s notion 
of variance. Although this concept, as an analogy borrowed from 
the physical sciences, is interesting, it is rather doubtful whether 
it adds more in the actual understanding of the statistical treatment 
of economic time series than the concept of variance introduced 
by Fisher. Davis’ definition of degrees of freedom in a time series 
is highly significant but it must be remembered that at best it is a 
makeshift device. The definition of degrees of freedom in terms of 
elementary energies is objectionable from a theoretical point of 
view, not only because it introduces fractional degrees of freedom 
but because in any given problem the elementary energies must 
themselves be estimated from a sample and consequently the de- 
grees of freedom become random variables. This approach to the 
definition of degrees of freedom is in many respects similar to Bar- 
tels’ approach and suffers from the same shortcomings. Again in his 
discussion of the standard error of forecast the improvement which 
Davis introduces in the formula developed by Hotelling and Schultz 
is noteworthy in that it points a warning to those who wish to ex- 
trapolate from a time series. But in the final analysis, his method is 
no more than a rule-of-thumb criterion based on empirical evi- 
dence and not on probability theory. 

It is interesting to note that even since the book has gone to 
press, several advancements have been made in the theory of eco- 
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nomic time series analysis. Notable among these are Gerhard Tint- 
ner’s book, The Variate Difference Method: a study of tests of 
significance for randomness by W. Allen Wallis and Geoffrey H. 
Moore was published by the National Bureau of Economic Re- 
search: and, in the same field, articles by John Von Neumann on 
the Distribution of the Ratio of the Mean Square Successive Dif- 
ference to the Variance: and an article by R. L. Anderson on the 
Distribution of the Serial Correlation Coefficient, which have ap- 
peared in recent issues of the Annals of Mathematical Statistics. 
M. A. GirsHick 


Bureau of Agricultural Economies 


Federal Crop Insurance in Operation, J. C. Clendenin, California, 
Stanford University, Wheat Studies of the Food Research Insti- 
tute, Vol. XVIII, No. 6. Pp. 62. $1.25. 


Although federal crop insurance has been in operation for only 
three years on wheat only, some important lessons can be learned 
from the experience to date, and the study by Professor Clendenin 
is a very timely and thorough one. In addition to explaining the 
elements of the contract, the actuarial features, and the adminis- 
trative procedures necessary for a clear understanding of the opera- 
tion of federal crop insurance, this report analyzes the extent of 
participation by American wheat growers and the problems which 
accompany the operating policies followed. More important than 
these, however, is a very excellent concluding section on observa- 
tions pointing toward methods by which operation of federal crop 
insurance can be improved. Inclusion of four brief appendices (a) 
private experience with crop insurance in the United States, (b) 
crop insurance in foreign countries, (c) action in Congress and Fed- 
eral departments prior to 1937, and (d) Federal insurance on crops 
other than wheat, and seven appendix tables add to the usefulness 
of the report. 

Professor Clendenin points out that in 1940 and 1941 less than 
one-fifth (17 to 18 per cent) of the wheat acreage seeded was insured. 
Even after eliminating the 20 to 25 per cent of producers who re- 
fused to accept Agricultural Adjustment Administration acreage 
limitations and thereby made themselves ineligible for crop insur- 
ance, and the large number whose acreages are small and those 
located outside commercial wheat areas who have generally not 
been urged to insure, the third year’s coverage under the crop 
insurance program approached only about 25 per cent of the ef- 
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fectively eligible acreage and producers. Preliminary reports for 
1942 indicate a considerable increase in insurance volume as well as 
a gain in the number of contracts. 

The author indicates that this relatively small participation is 
due in large part to the high premium rates in high risk areas. He 
points out that at the present time crop insurance is not making 
satisfactory gains in such areas except when stimulated by heavy 
losses or adverse conditions, and he indicates that assuming no 
change in the contract or in administrative methods, participation 
in hazardous areas may increase some from present levels, “but 20 
per cent of the available acreage seems as much as can be ex- 
pected,” and even this means a very large increase above 1942 
levels. The imposition of wheat marketing quotas, which will bring 
a substantial number of new prospects into the eligible list, will 
make it increasingly difficult to attain this percentage of participa- 
tion. 

The study shows that in the first three seasons, wheat crop in- 
surance has entailed a subsidy from the Treasury of at least 28 
million dollars for operating expenses and underwriting losses. 
These have been relatively good years in which reserves against 
future poor years should have been built up. Intentionally as- 
sumed operating expenses have averaged approximately $4,400,000 
yearly and underwriting losses have averaged at least another 4 
million dollars annually. The author states that these losses are due 
largely to imperfections in actuarial data and methods, to adverse 
selection of risks, and to liberal adjustment standards, and not to 
any basic unsoundness of the underwriting plan itself. ““The prin- 
ciple of insurance in kind, the use of the farm as the underwriting 
basis, the coverage of a fraction of normal yield (50 to 75 per cent),: 
and settlements in grain or local dollar equivalents, are sane and 
practical ideas. The premium note plan is sensible and inherently 
workable, and should give little trouble as long as the pledged 
Agricultural Adjustment Administration payments are continued 
by the Government, provided a firm collection policy is main- 
tained.” 

It would seem, therefore, that since the basic underwriting plan 
is sound, defects in operations to date can be remedied. Adjustment 
standards have been more liberal than originally contemplated, 
but the author contends that the major factors contributing to the 
losses incurred are those arising from imperfect figures and meth- 
ods and adverse selection of risks. Appraised average yields and 
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appraised yearly yields (where gaps in annual data were filled in by 
appraisal) tended to be high, particularly at the beginning of the 
operation of the program. Appraised loss costs tended to be regu- 
larly too low, and errors in historical yield data also produced er- 
rors in loss cost. The Agricultural Marketing Service yield esti- 
mates in some counties were of doubtful merit, making the ten-year 
adjustment factor added to the six-year farm yields subject to ques- 
tion. The practice of adding the ten-year adjustments uniformly 
to all six-year farm yield and loss cost data in the county is perhaps 
closer to the proper method than proportional adjustments would 
be, “but it is not as accurate.’’ Material changes have been made 
in methods of computing insured yields and premium rates after 
the 1939 experience, and incidentally, the data now accumulating 
“should make possible a more stable actuarial policy than the 
present one; but for the present, the need for accuracy supports the 
immediate use of new annual figures as they become available. The 
sensitiveness of medium and high premium areas to premium costs 
and the importance of the tendency to adverse selection where 
large premium sums are involved require a special.emphasis on 
exactness. In such areas, each farm should be rated exactly in pro- 
portion to its chances of loss.” 

The author also recommends that application deadline dates be 
reconsidered and that earlier dates be chosen for certain areas where 
adverse selection has been prominent. The study criticizes the pol- 
icy of excluding farmers from the insurance program who decline 
to cooperate with Agricultural Adjustment Administration policies 
on the grounds that it is both unfortunate and unfair. “Refusal to 
participate in the Agricultural Adjustment Administration is not 
moral derelection, nor does it signify the employment of unsound 
farming practices. ... Since all farms are alike entitled to the 
benevolent interest of the Government and since the propagation 
of the principles of security through insurance requires the maxi- 
mum participation, it seems to us that the restriction lacks ade- 
quate justification.” The study condemns the latest change on the 
board of directors which apparently makes the Farm Crop In- 
surance Corporation a virtual subsidiary of the Agricultural Ad- 
justment Administration on the grounds that a successful crop 
insurance program “‘should be largely separate from current polit- 
ically debated agricultural policy. . . . Part of the solution may lie 
in strengthening (as well as stabilizing) the board of directors by 
including with well-chosen representatives of the Department of 
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Agriculture at least two competent outsiders. ... The ‘advisory 
committee’ authorized by the present law (but never appointed) 
could become a very useful factor in the development of the system 
if redefined in membership and functions.” The author recommends 
an eight-man committee including insurance men, bankers, and 
economists, as well as farmers. 

The report seems to be very fair in its appraisal of present operat- 
ing procedures and of the experiment of federal crop insurance as a 
whole. It concludes that while federal crop insurance is not yet 
equitable enough or essential enough to warrant making participa- 
tion compulsory, the issue of compulsory participation should 
nevertheless not be shelved or forgotten. The Government now re- 
quires industrial and commercial employees with the aid of em- 
ployers and the Government to make insurance provision against 
possible unemployment and for their retirement needs. Likewise 
the Federal Government may eventually require insurance of all 
farmers who are certain to experience severe crop losses over a pe- 
riod of years. 

The author believes the ultimate possibilities of national ad- 
vantage from federal crop insurance justify continuation of a sub- 
sidy to permit the system to mature, but that vigorous efforts are 
needed “‘to keep the burden within more reasonable limits.”’ In this 
connection four specific aims are proposed: (1) Avoid extending the 
scheme to other crops until genuine success has been achieved with 
wheat. (2) Improve the wheat scheme so as to eliminate underwrit- 
ing losses in good crop years and reduce to a minimum such losses 
over a period of years. (3) Further reduce operating expenses per 
protected bushel by various means, including cessation of opera- 
tions in areas where insurance is not essential or little used. Costs 
per protected bushel seem unrelated to the hazards of farming. (4) 
Devise effective procedures for eventually loading premiums with 
local expenses with the dual purpose of keeping down expenses 
and lessening the Treasury burden. However, the author indicates 
that there is no prospect that all of the general overhead expenses 
can be shifted to the insureds because high risk areas already have 
heavy net premiums and are sensitive to increases, while low loss 
areas probably would not feel sufficient need of insurance to pay 
rates high enough to cover the high operating expenses as well as 
their loss costs. 

The system of advance payments has been dropped in 1942 and 
the Agricultural Adjustment Administration participant who in- 
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sures his crop with the Farm Crop Insurance Corporation can 
give his note for the number of bushels of wheat required for the 
premium with the note maturing shortly after harvest time and 
liquidate it either by proceeds from harvest or by use of a loss set- 
tlement. Other liberal terms such as requiring no crop lien, charging 
no interest either before or after maturity, permitting payment to 
be made at any time in wheat or cash equivalent before maturity, or 
in cash at maturity-date-wheat-prices after maturity, and requiring 
no security except assignment of moneys which the Department of 
Agriculture may pay the insured after maturity of the note, should 
help the crop insurance program reach the maximum possible cli- 
entele at minimum operating cost. The author wisely points out, 
however, that “The absence of either interest after maturity or 
penalty for delinquency seems unnecessarily lax, and laxity is one 
characteristic which the insurance program should avoid.” 

The idea of utilizing crop insurance reserves as part of ever-nor- 
mal-granary reserves is considered by the author to be unfortunate 
and unnecessary. Even though the corporation should consequently 
assume certain risks from price changes by dropping the utilization 
of its reserves as part of ever-normal granary reserves, price change 
risks could be expected to largely average out over a period of years, 
and at worst, “the net losses would almost certainly be less than 
the sum of handling and storage charges on wheat reserves and 
interest lost on potential reserves in bonds.” In other words, ever- 
normal-granary reserves, if they are to be maintained, should be 
the responsibility of a single federal agency other than the Farm 
Crop Insurance Corporation, and holding crop insurance re- 
serves in grain would be more appropriate “in the absence of an 
ever-normal-granary program than as part of one.” 

With the major conclusions of this report, the reviewer can take 
little issue. It is a work of thorough study and is presented in a 
concise and effective manner. It shows throughout a sense of fair- 
ness and open-mindedness which is particularly desirable on the 
part of scholars and research men who are often inclined to be 
cynical and critical of federal action programs and attempts to im- 
prove the economy by eliminating some of the difficulties which are 
beyond the individual operator’s control. The report ends in a very 
wholesome vein by saying that while federal crop insurance has not 
yet proved that it can provide enough farm security on a sufficiently 
equitable and satisfactory basis to justify its cost, it has at the 
same time not yet proved its inability to do these things. “The goal 
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for the program is eminently desirable, does not seem improbable 
of attainment, and justifies experiment with the single crop until 
the attempt is either successful or proved definitely unlikely to 
succeed.” 


R. R. RENNE 
Montana State College 


Farm Management and Marketing, V. B. Hart, M. T. Bond, and 
L. C. Cunningham, Ithaca, New York, John Wiley and Sons 
Inc., Pp. vi, 647. $2.75. 


This book, according to the authors, deals with the business 
problems of farmers and is designed for the use of agricultural stu- 
dents in high schools, junior colleges, technical schools, and colleges. 
Following an introductory chapter entitled “What is Farming,” 
Chapter II presents an orthodox discussion of ““Types of Farming,” 
based upon the 1930 U. S. Census data. The following thirteen 
chapters in many respects reminds one of the scope and outline of 
the book Farm Management written by the late G. F. Warren. 
In fact the authors state that the text follows the general point of 
view developed by Doctor Warren and others who have contributed 
to the general course in farm management offered at Cornell Uni- 
versity. 

Through including “‘anything which affects the income of farm- 
ers” the authors have devoted a chapter to each of the following 
subjects: credit, insurance, use of land, and prices; and about seven 
chapters to marketing, giving emphasis to the marketing of fruits, 
vegetables, and dairy products. 

Instruction in farm management in different institutions might 
be said to vary from a presentation of factual data as the basis of 
teaching to the other extreme of the development of a theory of 
farm management which will apply to agriculture in general. This 
text would be classified in the factual group. While the usefulness 
of the text has been enhanced because the authors drew illustrative 
material from a considerable number of sources, the data cited for 
the most part gives the text major usefulness in the Middle Atlantic 
and New England states. 

The agricultural instructional work in many agricultural col- 
leges is divided between departments and courses in such a way 
that this text in some respects cuts across other courses. Probably 
few college courses in farm management give much space to mar- 
keting, credit, and insurance or technical information on the con- 


REVIEWS 729 


struction of fences and farm buildings, although such material 
may be adapted to a high school course in agriculture. In attempt- 
ing to adapt the text to the use of agricultural students in high 
schools it is necessarily simplified in statement, and the independ- 
ent treatment of subjects without a close interrelationship between 
chapters fits the book for elementary use in high schools where in- 
struction is carried out on the teaching unit basis. 

In appraising the text material on farm management, the chap- 
ter “Measuring Profits in Farming” does not analyze the merits of 
various measures as one might expect of a college text. The chapters 
dealing with the factors affecting farm income have received the 
most adequate treatment. However, one might expect more em- 
phasis upon the actual relative profitableness of crops, their relative 
feed value, and the way they fit into rotations. In the discussion of 
livestock, more analysis might have been given to the size of live- 
stock enterprises and their adaptation to different systems of farm- 
ing. Perhaps these criticisms have more place in appraising the text 
for midwestern and southern use than its usefulness in the north- 
eastern states. These comments point to one weakness in the text. 
Planning the farm business is not presented in a logical well-di- 
rected approach to the problem. Many regions are finding that land 
use must be adjusted to the deterioration and rebuilding of the soil 
to such an extent that a complete reorganization of the entire farm 
business is needed. In fact, current data reflects the influence of 
land use brought about by the soil conservation efforts of the agri- 
cultural extension service and federal agencies. Present day in- 
struction in farm management needs to give special attention to 
dynamic trends which in any sense are reshaping agriculture. Soil 
conse~vation is such a trend, and well developed farm planning 
instruction adapted to the building of a more permanent agricul- 
ture should be given an important place in the farm management 
field. 


H. C. M. Case 
University of Illinois 


Farm for Fortune and Vice Versa, Ladd Haystead, New York, G. P. 
Putnam’s Sons, 1942. Pp. xiii, 207. $2.50. 


The author of this book has served as consultant for city people 
who desired to farm. The book was written to answer the numerous 
questions of those urbanites who desire to buy a farm and move to 
it seeking security, comfort, and prosperity. The author has done 
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much to take the glamour out of farming for such people and, if 
they read and understand the book, many of them will be sadly 
disillusioned. 

The book is popularly written and can be read easily in an eve- 
ning. The hazards and problems of various types of farming are de- 
scribed. Requirements in terms of finances, knowledge, and skill are 
described for those kinds of farming which city people most fre- 
quently contemplate engaging in. Suggestions are offered to guide 
one in the selection and purchase of a farm. 

The dangers of failure in various types of farming are stressed. 
The only type of farming for a city man which is pictured as rea- 
sonably free from hazards is so-called “suitcase” farming of wheat 
in the western wheat belt. Here the reviewer differs with the author. 
The author states, in writing of the suitcase farmer, ““With the gov- 
ernment supporting the market, this man can make a profit and a 
nice one on even present-day prices.” (P. 156.) The only argument 
against the suitcase farmer advanced by the author is sentiment. 
Experience with the problems of keeping a plowed field from blow- 
ing over into the adjoining state, with shortage of rainfall, the dis- 
heartening experiences of seeding four or five crops to harvest one 
or two, and the other hazards of farming in this region apparently 
are not familiar to the author. There are sound reasons for dis- 
couraging the suitcase farmer without resorting to sentiment. 

On the whole, the author has done a good job of debunking the 
myth of a “little farm well-tilled” as a haven of refuge for the tired 
city man and his family. The book is one that can be recommended 
to any city person who lacks farm experience and who is contem- 
plating a retreat to a farm. 


W. E. Grimes 
Kansas State College 


Prairie Population Possibilities, W. J. Waines. Ottawa Royal 
Commission on Dominion-Provincial Relations, 1939. Pp. 77 
(mimeo). 


“The material presented in this review affords no basis for the 
belief that the presently unexploited resources of the Prairie Prov- 
inces are capable of supporting large additions to the present 
population. This conclusion must be modified by the statement that 
the discovery of unsuspected resources on a vast scale, a revolution 
in farm technique, the breeding of a new drought-resistant cereal or 
grass, a profound change in the western Canadian products or the 
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evolution of a highly self-contained economy might materially alter 
the prospects. Assuming a continuation of present factors, however, 
it appears that the Prairie Provinces will not find it easy in the early 
future to support their own natural increase, and that any attempt 
to enhance the population by assisted immigration or land-settle- 
‘ment schemes would probably merely accentuate to that degree the 
present emigration. A period of adjustment to the climatic experi- 
ence of the past decade and to the market probabilities of the early 
future appears inevitable.” 

Professor Waines bases the above conclusion on (1) an analysis 
of the physical resources of the western Canadian prairie region, (2) 
the history of development in the region and the present relation of 
population to resources, and (3) the assumption that no major 
change in production techniques or economic conditions will make 
any large area of submarginal land commercially productive in the 
near future. 

In the introductory chapter, the author points out that the basis 
for the extraordinary expansion in the Prairie Provinces of western 
Canada during the past 40 years was “the existence of a vast area of 
virgin soil, to which could be applied a recently perfected farming 
technique, during a period when expanding external markets were 
able to absorb at satisfactory prices a steadily mounting annual pro- 
duction.” He goes on to say that “this suggests that the continua- 
tion of the upward trend of population, at least in the near future, 
depends mainly on the extent of the virgin resources still available, 
and the degree of their accessibility.” 

In chapter II, the author discusses available resources. He de- 
scribes the soil and climatic characteristics of the five major soil 
zones of the prairie region, indicating the location of each, its ex- 
tent, and the acreage classified as “satisfactory for cultivation,” 
“marginal,” and “sub-marginal.” Suitability for settlement (culti- 
vation) is defined “in terms of soil and topographical characteristics 
and not in terms of climate,” although there is, of course, a consid- 
erable degree of correlation between the two. In addition to a de- 
scription and classification of physical resources in each major 
soil zone, data are given relative to present land use, types of farm- 
ing, and population trends and numbers. These data, together 
with data relating to physical resources, provide the basis for esti- 
mating the possibility of further expansion. 

Chapter III is entitled “The Possibilities of Further Economic 
Expansion and Increases in Population,” which is an adequate de- 


732 REvIEWs 


scription of content. The possibility of further agricultural expan- 
sion is dealt with in some detail. In addition, the author briefly ex- 
amines the possibility of expansion in mining and forestry and 
population trends in urban centers. 

Chapter IV discusses some of the problems of readjustment in the 
agricultural economy of the Prairie Provinces. Extreme variability 
of gross farm income due to variations in crop yields and prices, 
coupled with more or less inflexible costs, presents a major prob- 
lem. The need is stressed for finding ways and means of introducing 
greater flexibility into costs and building reserves that may be 
drawn upon in bad years. Some discussion is given of the situation 
with respect to the market for wheat, which is, of course, a basic 
consideration in the economy of western Canada. 

Professor Waines’s study was prepared for the Royal Commis- 
sion on Dominion-Provincial Relations. The apparent objective 
was to paint a broad picture of the basic situation and arrive at a 
conclusion about the general outlook for the future. This the writer 
has succeeded in doing, being careful, however, to point out that 
some of the generalities, while true in broad outline, obscure details 
which may be extremely important from the standpoint of indi- 
viduals, groups, or organizations. Professor Waines’s report should 
be of particular interest and use to geographers and land econo- 
mists. 


F. F. Hix 
Cornell University 


Filipino Plantation Workers in Hawaii, Edna Clark Wentworth, 
Studies of the Pacific, No. 7, San Francisco, American Council of 
the Institute of Pacific Relations, 1941. Pp. xi, 245. $2.00. 


This timely monograph presents a detailed analysis of the earn- 
ings and expenditures of 101 Filipino families employed on a large 
Hawaiian sugar plantation in 1933-34. An intensive study of a 
small sample rather than a broad survey of many families was 
deemed necessary because of the lack of household records and be- 
cause of the illiteracy and “suspiciousness” of many workers. The 
author concludes that the data “may be accepted as showing the 
level of living of one group of laboring families, the Filipino, on the 
wages for unskilled labor paid on the sugar plantations of Hawaii 
in 1933-34” (p. 13). 

In two chapters dealing respectively with the Philippine back- 
grounds and the characteristics of the migrant families studied in 
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Hawaii, the revelance of cultural and demographic factors to the 
analysis of Filipino budgets is clearly, if briefly, presented. The 
Malayan-Spanish culture characteristic of the traditional social 
order from which the Filipinos came has emphasized a set of values 
rather different from those held by “Westerners.” The economic 
role of this value-system is, in part, that of establishing the scale 
of preferences in terms of which family income is allocated. 

The main factual presentation of this study includes an account 
of the internal organization of the semi-paternalistic factory-farm 
which is the sugar plantation; detailed data concerning family 
earnings, purchases, savings and indebtedness; descriptions of 
many aspects of the attitudes, values, and social organization of the 
Filipino laborers. The annual plantation earnings of heads of 
households averaged $498 and the family income, exclusive of 
perequisites, amounted to $708. Food constituted 34 per cent of the 
value of living, and over one-third of the families had diets below 
the usual minimum standards of caloric requirements. The author 
contends that the distribution of family expenditures cannot be 
fully understood apart from the distinctive cultural standards of 
the population; e.g., the relatively heavy expenses for ceremonies 
and socially obligatory gifts, for musical instruments, and for men’s 
clothing. The conclusion is that, “The income of the Filipino fami- 
lies is not distributed in such a way as to secure maximum physical 
efficiency. Other values are satisfied before the minimum essentials 
necessary to provide for physical well being are adequately pro- 
vided” (p. 216). However, it appears that undue importance is at- 
tributed to the competition between “‘subsistence” and “‘advance- 
ment” items in the budget: expenditures for recreation, for exam- 
ple (including the much-emphasized fiestas), amounted to only 6 
per cent of the total “‘value of living.” 

The chief value of this work lies in its presentation of concrete 
data and in its hints as to the direction of further profitable analy- 
sis. Its theoretical presentations are quite modest, and there may 
be some doubts concerning the adequacy of the sample as a basis 
for generalizations concerning the Hawaiian situation as a whole. 
Within the limits of its monographic scope, however, this study is a 
valuable contribution to our understanding of certain aspects of 
the labor situation under the Hawaiian plantation system. 


Rosin M. 
University of Kentucky 


NEWS NOTES 


The central office of the Farm Credit Administration was transferred 
to Kansas City during ihe week of May 18. The Cooperative Research and 
Service Division together with a small liaison staff of the other sections of 
the Administration, including Deputy Governor Warburton, remained in 
Washington. The Economic and Credit Research Division is represented 
on this staff by Dr. Walter Bauer. 


Arthur C. Bartlett, editor formerly with This Week, The American 
and other magazines, and author, has been appointed Chief of the 
Marketing Reports Division of the Agricultural Marketing Administra- 
tion. 


Ralph U. Battles, formerly of the staff of War Production Board and 
the Metropolitan Life Insurance Company, joined the staff of the Eco- 
nomic and Credit Research Division of the Farm Credit Administration on 
May, 1, 1942, as a Senior Agricultural Economist. 


Merrill K. Bennett, Economist and Executive Secretary of the Food 
Research Institute at Stanford University, returned June 1 after a year in 
Hawaii as a Guggenheim Fellow. From December to June he served as 
Chief Statistician of the Territorial Office of Food Control. 


Clarence A. Boonstra resigned May 1 as Instructor and Assistant Re- 
search Economist, Department of Agricultural Economics, Louisiana 
State University, to accept a position with the U. S. Bureau of Agricultural 
Economics. 


George E. Brandow, Assistant Professor of Agricultural Economics, The 
Pennsylvania State College, has taken a leave of absence in order to accept 
a position with the Insecticide Branch of the Office of Price Administra- 
tion. 


Karl Brandt, Economist and Professor of Agricultural Economics at 
the Food Research Institute of Stanford University, has been on leave of 
absence since April 1942 to serve as Economic Adviser to the Secretary of 
Agriculture in order to assist in shaping wartime food and raw material 
policies. The Food and Nutrition Board of the National Research Council 
has appointed him as a member of its Committee on Fats. 


Raymond T. Burdick, Associate Agricultural Economist at the Colo- 
rado Experiment Station, returned to his duties in this field following a 
period of nine months of graduate study under a fellowship award at the 
University of Chicago in cooperation with the Farm Foundation. 


Gustave Burmeister, formerly in charge of fruit and vegetable price ana- 
lysis in the Division of Statistical and Historical Research, Bureau of Agri- 
cultural Economics, has transferred to the Office of Foreign Agricultural 
Relations, Department of Agriculture. 
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William F. Callander, Head of the Division of Agricultural Statistics, 
Bureau of Agricultural Economics, transferred on July 1 to become Field 
Statistician for Florida. In addition to his State work, Mr. Callander will 
serve as a consultant in the general administration of the Division. 


D. A. Clarke, Jr., has been appointed Assistant in Research in Agricul- 
tural Economics at Storrs (Connecticut) Agricultural Experiment Station 
to work on an expanded research program in milk marketing in Connecti- 
cut to include city phases of retail distribution. 


G. P. Collins, Instructor in Agricultural Economics at the Oklahoma 
Agricultural and Mechanical College, has received a General Educational 
Board fellowship for study during the coming year at the University of 
Illinois. 


Maurice R. Cooper, Senior Agricultural Economics Statistician, formerly 
in charge of the Cotton Price Analysis Unit, Division of Statistical and 
Historical Research, Bureau of Agricultural Economics, has transferred to 
the Office of the Quartermaster, War Department. 


Harold Cutler, who has been doing graduate work at Iowa State College 
on sabbatical leave the past year, will return to the Utah State Agricul- 
tural College to continue his work in teaching and research during the com- 
ing year. 


Rex F. Daly has transferred from the Office of Price Administration 
to do vegetable price analyses in the Bureau of Agricultural Economics. 


Louis S. Drake has resigned as State Representative of the U. S. Bureau 
of Agricultural Economics in Connecticut. He and his brother are raising 
potatoes in Michigan. 


Phil Eckert, Assistant Professor, Department of Rural Economics, Ohio 
State University, has resigned to accept a position with the Office of Price 
Administration. 


Lippert S. Ellis has resigned his position as Vice-Director of the Okla- 
homa Agricultural Experiment Station to become Head of the Regional 
Office of the Division of Land Economics at Little Rock. 


W. T. Ferrier, Associate Agricultural Economist in the Department of 
Agricultural Economics and Rural Sociology at Clemson College, has been 
granted a leave of absence during which time he will serve as consultant in 
the Office of Price Administration. 


D. A. FitzGerald, former Head of the Division of Program Analysis and 
Development, Bureau of Agricultural Economics, has been appointed by 
the Secretary of Agriculture as Head of the Division of Food Requirements 
in the Office of Agricultural War Relations. In his new position, Dr. Fitz- 
Gerald will have charge of the statistical and “figure” work for the Food 
Requirements Committee of the War Production Board. 
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Herbert C. Fowler recently transferred from the Division of Farm Man- 
agement and Costs, Bureau of Agricultural Economics, to the Materials 
Division of the War Production Board. 


E. W. Gaumnitz, Associate Administrator, Agricultural Marketing Ad- 
ministration, has transferred to the Board of Economic Welfare; the va- 
cancy created by the transfer of Dr. Gaumnitz will not be filled. 


Leo O. Giffey was appointed Assistant in Agricultural Economics in the 
Division of Farm Management and Agricultural Economics of the Wash- 
ington Agricultural Experiment Station, effective February 1, 1942. He is 
conducting a research on the marketing of livestock in Washington. 


John H. Haggerty, In Charge, Land Utilization Section, Division of 
Land Economics, Bureau of Agricultural Economics, spent the month of 
May in Puerto Rico on a consultant assignment to the National Resources 
Planning Board. Mr. Haggerty assisted both Federal and Insular agencies 
in organizing an agricultural planning committee for Puerto Rico and chart- 
ing the course for its activities for the coming year. A unified approach 
to the problems of Puerto Rico will be attempted by the Puerto Rico Agri- 
cultural Planning Committee. 


Charles M. Hardin of the Department of Government is devoting part 
of his time to collaboration with Professor John D. Black in the seminar 
on Agricultural Policy in the Harvard School of Public Administration. 


E. M. Hughes, Assistant Professor, Agricultural Economics Extension at 
the University of Illinois, has accepted the position of fieldman for the 
Farm Bureau Management Service in a new area organized in Northeast- 
ern Illinois. His headquarters are at Woodstock, Illinois. 


J. Russell Ives has taken over the major portion of the livestock price 
analysis work of the Bureau of Agricultural Economics, following the trans- 
fer of Preston Richards to the Agricultural Marketing Administration. 


D. R. Jenkins, Assistant Rural Sociologist in the Department of Agri- 
cultural Economics and Rural Sociology at Clemson College, is teaching 
during the summer at New York City College. 


R. T. Klemme, Associate Professor at the Oklahoma Agricultural and 
Mechanical College, was on temporary leave until July 1 working with the 
National Resources Board at Dallas. 


Hildegarde Kneeland, who was studying income distribution and con- 
sumer demand in the Division of Statistical and Historical Research, Bu- 
reau of Agricultural Economics, is now Chief of the Consumer Income 
and Demand Section, Division of Research, Office of Price Administration. 


Charles F. Kunkel, formerly Associate Chief of Agricultural Marketing 
Administration, succeeded James D. LeCron as Chief of the Distribution 
Branch when LeCron joined the Office of the Coordinator of Inter-Ameri- 
can Affairs. 
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W. G. Lee, Assistant in Agricultural Economics at the University of IIli- 
nois, has gone to Boise, Idaho, in connection with the Cooperative Crop 
and Livestock Reporting Service. 


Herschel W. Little resigned May 15 as Assistant Research Economist in 
the Department of Agricultural Economics, Louisiana State University, to 
accept a position with the Division of Marketing and Transportation Re- 
search in the U. S. Bureau of Agricultural Economics. 


Frederick C. McMillen, formerly Chief of the Surplus Marketing Ad- 
ministration’s Personnel Division, was appointed Chief of the Agricultural 
Marketing Administration Personnel Division, succeeding Leland E. Bar- 
rows. 


John E. Mason has transferred from a field position in the Bureau of 
Agricultural Economics to Washington, D. C., where he is now an Agri- 
cultural Economist in the Agricultural Adjustment Agency. 


W. G. Meal, formerly head of the Fruit and Vegetable Division of the 
Agricultural Marketing Service, has been named Chief of the Fruit and 
Vegetable Branch of the Agricultural Marketing Administration. 


Albert I. Meyers is now working in the Division of Marketing and 
Transportation Research, Bureau of Agricultural Economics, having trans- 
ferred from an advisory position in the national office of the Farm Bureau 
Federation. 


Clyde Mitchell, who has been attending Harvard University during 
the past year under a Littauer Fellowship, has accepted the position in 
charge of research in the Dallas region of the Farm Security Administra- 
tion. 


Herbert W. Mumford, Jr., Agricultural Economist, formerly with the 
Cooperative Research and Service Division of the Farm Credit Adminis- 
tration, transferred to the staff of the Economic and Credit Research 
Division on May 7, 1942. 


W. G. Murray of Iowa State College is teaching a special three weeks 
course in farm management during the summer quarter at the College of 
Agriculture, Fayetteville, Akransas. 


Frederick L. Newhouse, formerly with the Surplus Marketing Adminis- 
tration, joined the staff of the Economic and Credit Research Division on 
March 31, 1942, as a Junior Agricultural Economist. 


W. H. Nicholls returned to Iowa State College in June, after spending 
the academic year in advanced study of the price and production policies 
of the meat packing industry at the University of Chicago, under a post- 
doctoral fellowship of the Social Science Research Council. 


Otie M. Reed, formerly Chief of the Dairy Division, Surplus Marketing 
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Administration, has been appointed Chief of the Program Appraisal Divi- 
sion, Agricultural Marketing Administration. 


Preston Richards, livestock price analyst, has transferred from the 
Division of Statistical and Historical Research, Bureau of Agricultural 
Economics, to the Agricultural Marketing Administration. 


Waldo S. Rowan has been appointed acting Assistant Agricultural Econ- 
omist, University of Tennessee, for the duration of the emergency. 


L. W. Schruben, Assistant in Agricultural Economics at the University of 


Illinois, has accepted a position with the Agricultural Marketing Adminis- 
tration in Washington, D. C. 


L. H. Simerl, Associate in Agricultural Marketing Extension at the Uni- 
versity of Illinois resigned March 15 to become director of the Department 
of Research and Taxation of the Illinois Agricultural Association. His 
headquarters are in Chicago. 


M. G. Smith has resigned from his position with the Department of 
Agricultural Economics at Purdue University to accept a position as As- 
sistant Agricultural Attache at Mexico City. In his new work he is working 
with the U.S. State Department. 


T. G. Stitts, Chief of Cooperative Research and Service of the Farm 
Credit Administration, has been designated Chief of the Agricultural 
Marketing Administration Dairy and Poultry Branch. 


Porter Taylor, formerly Chief of the Fruit and Vegetable Division of the 
Surplus Marketing Administration (now incorporated in the Agricultural 
Marketing Administration) has left the Department of Agriculture to be- 
come general manager of the Cooperative Fruit and Vegetable Association. 


Ben H. Thibodeauz has returned to Washington after a 6-month survey 


trip to Bolivia in a party organized by the Coordinator of Inter-American 
Affairs. 


Robert M. Walsh now holds the position formerly held by Preston Rich- 
ards in the Bureau of Agricultural Economics, but devotes most of - at- 
tention to fats and oils price analysis. 


B. S. White, Jr., has resigned as Assistant Professor of Agricultural Eco- 
nomics at the University of Kentucky to accept a position of Senior Agri- 
cultural Economic Statistician in the Division of Historical and Statistical 
Research, U.S. Bureau of Agricultural Economics. 


E. C. Young became Dean of the Graduate School at Purdue University, 
July 1, 1942. Dr. Young also continues as Professor of Agricultural Eco- 
nomics at Purdue University. He has served as Assistant Dean of the 
Graduate School for the past eight years. 
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Crvit Service EXAMINATION CLOSED TO EcoNoMISTS 


The United States Civil Service Commission gave notice that the closing 
date for receipt of applications for Economist (Any Specialized Branch), 
all grades, was May 29, 1942. Applications must have been filled with the 
Civil Service Commission, on or before that date. 


Additional needs for persons experienced in particular branches of eco- 
nomics will be made known by the issuance of special bulletins or circulars 
covering such specialized personnel requirements. 
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